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EUROPE'S BUSINESS NEWSPAPER 


New 


board urged fer , ^ 

m m •; • a . •' 'm m ' j.-\ " V.^IV-^S^ 

Lloyd’s of L 

An eagerly-awaited import into the i 
of Lloyd’s of London wfll today 



new framework to manage and r^pilaJe'i 
bled iiaurance market. - 

Tie report, by Lloyds Bazik chairman ^^5aiSar^- ~ k ■'- • • 

Morse, i. ' ' ‘ 




tory board to j 

existing and much-criticised Lloyd’s Bbiiiijl—,, v,:.| 
Background, Page 7 . 

'' ■ ■' —■- ~- ~ 

Truckers keep up pressure! France-ws^P 
subjected to traffic chaos as truck driverajrtaged- b:; 
a second day df protest against a gffrertnneift ^^ 
dampdown on dangerous driving. Fresh, food' - " s? 
was in short supply izi Lyons and totzririfs Jfera.- .*■' 
stranded at Channel peats. Page 1$ More'detafls, : 
Page2 ’ 1 \-- . ;V ' < i'?.''' ■*- 

Welnstock's warafinyi CanceDatieriOfthe ' 
European, fighter aircraft could hit Geneva Electric 
Company's radar factories in Erthihui^Cjnanaging 7 
director rnrri fopmster'lt rmrfri affry jiwpnOnrtng 
a 1 per cent increase lnpre-tax profits tb = £829m :' . 
(SL6bn) last year: Page 15; Future of the European: 
fighter. Page 5; Lex, Page 14 . -" J: - 

Threat to Eurobond market: European' ~ 

regulations for thesecurifies todustryagreed 
this week could lead to: large-meas of the ofEdmre' 
Eurobond market being driven hack on to domestic 
stock markets, say senior bankers. Page 15 




Unionists accept 



m witilOobdiK 

In a move that takes , 
the politics of Northern 
Irel^ info uhdhaxtpd 

territqrylJnjicEustraBd 


negotiations with the 

Irish goverranent 
British and Irish minis- 
iers are$&6 to start . 
talks ad theirTeiatiims. 
The breakthrough/ 
brokered by Northern 
ireiand secretary Sir Patrick Mayhew.left, spitis 
a rare sense of momentani to altpartyta&soii 
the province's fixture. Page 8 /• ‘ 

•AaseArfadatbac^dnv IHcelyi TtePrramh 
referendum on the Maastricht Treaty,setfor •/ 
September 20;isr likely 1 
in favour, accordtz^to the' 
poll Page 2; Government bond markets^ofter„ -J 
from Maastrichtfall-<jut,Page l9 . : ’ *' ’’ : 

Ex-enqrioyw Idfl* *fca A 25 ^mpoW . 
unemployed factory worker s hot dead 
and wounded five at bisfomier workplace at^^ 
tesanpon. eastern France, before Mfifng MrnaetC. 

Agto> oflsubsl^aiyof Baly’sstaterO^ie^aa. L r i;j 

iwvew^S^wsive negotiating 
stun to develop the K ara c h a g anak oft and gas/ 



Hope of rho ai p or cates- 

will coioe uruter pressure to cut b-- .. 

charges following a milestone agreeraentby the -j 
International Telegraph and Tel^jhane Consttlta- 
HveConmaittee'iii Geneva. Page 4 • *" '.,: : 

Algerian assassin: The man who assass i nat ed 
Algerian head of state Mobazned BoudSaf was ‘ 
a sub-lieutenant in the country’s counter-eqdonage 
service, the official news.agency APS saKL Mean¬ 
while tens of thousands of Algerians came out' 
in mourning. Report and picture. Page 4 : 

British RaB «e»-eff doubts grown Prospects; 
for the privatisation of British Rail worsened ;. 
after it announced pre-tax losses df£144.7hi -; 
(S267.7m) for the year to March 31 compared with - 
a modest loss of ElORmin the previous year. . 
Pages 

British Aerospace is to have ta lks with Taiwan 
Aerospace on a possible joint vezrtuze to build . 
regional jet aircraft. Page 15 

WPP f marketing sendees group wife bank debts 
of $Ibn, announced it had signed agreements 
with its 28-hank syndicate whereby *2TL6m of ' 
the debt wtmld be exchanged for ahoot 2395m 
new convertible preference shares. Page 15 ; 

Fishing Ireni Canada is expected to iinpose 
an 18 -month ban today on all cod fishing oftthe 
coast of Newfoandland and. Labrador. Page 26' 

Princess's marriage ends: The Vatican 
announced that it has granted ah annulment 
to Princess Caroline of Monaco, ruling that her 
1978 marriage to Philippe Jnhot never officially : 
existed in the eyes of the Church. 
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By Quentin Peel in Bwui"'; 

jMR TfffiQ WAIGEL, the^Gertoan : 
"finance minister, yestStfay won 
. cabinet’ approval fter ah'austerity 
draft budget for 1993, imposing 
widespread spending', feuts to 
finance a continuing ‘ heavy 
trazisfer. of-'subsidies ~ to eastern 
43ennany. • .j..?■•**. . • 

i He presented the deal as “a! 
politicai signal” for ‘next - weekY 
Group of Seven ecozuimd summit' 
in Munich. He Said it . complied 
Jpolzft by point with. Germany’s, 
commitment made last January 
, to reduce its budget deficit. 

The budget was put to cabinet 
two weeks early in; an effort to. 
«bqw Germany's good faith to the 
:C^T. Germany was stnhigdy critic¬ 
ised-atthe last G7 meeting in 
Wsshtng fm for its dstnrfatos^ 
high public sector deficit. _ v 
In the budgrt, overall spendir^ 
is kept to-a strict 25 ! per cent 
itominal growth rate, well below 
current inflation, and the govern¬ 
ment’s pet borrowing require¬ 
ment will be; cut by i)M2,5bn. 
<ji58bn) to BM38bn 1 next year. 
By 1996, 1 M pJhn is to reduce 
gpv^nmmfo ;{MSr^idng to ."well 
umierlMffiSbn^ MrWaigelsaiiL 
^ The draft biidget- proposes its 
■in d cfe ii n i- ^cu d- 
iag - down by 25 per cent from 

That budget also does not 
iwdnde DMUOm for the pre-pro- 
ttadion phase'of.-the European 7 : 
B^htet Aircraft OK'AJ^roUowing 
the political decision not to go 
ah^d^wdth the fighter as cur- 
rea^ pjhnned, but to design a 
ch^torarderivative.,' 
v?let savings are also planned in 

^riectHioiinics^^ nrinistiy budget^ 

which jiKhides regibn*d subsidies 
a^L.tr^ie promotion, down by 4.8 . 
it, and In enviroament 
down byAS per centto 

Thi ihe other hand , the heavy 
spending drain remains over- 
. _ _. in eastern Germany, 
wathraed 8-8 per cent izmrease in 
' the employment ministry budget 
: V paying for unemployment ben¬ 


efit, retraining and job creation 
zneasuras. 

■ : The biggest increase of all is 
for the transport ministry, np 
10.7 per. cent to DM4425bn, with 
;huge spending programmes on 
roads and railways in the east 
Overall, the Waigel. budget 
would .see spending, next year 
rise ..from DM425.lbn to 
DM435-65bn, or 25 per cent 
The minister told a press con¬ 
ference yesterday be did not 
expect further pressure from his 
G7 partners at the Munich sum¬ 
mit, for further action to curb the 


FUTURE OF THE EFA 

Page. 6 

■ Germany will continue 
development spending 

■Three nations assess cost 
off going . R alone 

Page 12 V 

I Editorial Comment . 
Credibility test for Bonn 


deficit, or for early -measures to 
cut interestiates. - 

He said that high interest rates 
were hot.. the only factor 
restraining growth, pointing to 
the fact that Germany's 
long-term rates have actually 
been declining, although the 
Bundesbank’s short-term dis¬ 
count rate is at a historical high. 

The draft budget was immedi¬ 
ately questioned by the opposi¬ 
tion Social Democrats, who 
suggested that it was based on 
wishful thiniring and anti-social 
policies. 

Mr Helmut Wieczorek, the bud¬ 
get spokesman of the SPD, fore¬ 
cast a new supplementary budget 
next year, to break the 25 per 
cent spending limit, and accused 
Mr Waigel of playing "accounting 
tricks” to bring down his 1995 
spending by DM28bn to keep on 
target. 


Investors spurn sale 
of Telegraph shares 
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By Haggle Urry, Terry Byiand, . 
Richard Qourtay and 
Roland Rudd In London' 

THE i845m (31565m) share issue 
by The Telegraph,: Mr Conrad 
Black’s UK newspaper group, has 
been spumed by investors, rais¬ 
ing doubts about a- number of 
other forthcoming issues. '• 

When the public offer closed at 
10 am yesterday, -applications for 
only 3m of the 13m shares avail¬ 
able bad been received. The other 
10m shares will be taken UP by 
underwriters. . Another 13m 
shares had already; been placed 
with institutional investors. 

Tire shares are now expected to 
trade , at a discount to the 32Sp 
Issue price when drafings .begin 
next Wednesday. 

- The failure reflects, in part, the 
foil in the stock market in recent 
, weeks. Before the Telegraph out¬ 
come was announced, the FT-SE 
100 yesterday had fefllen 275 
points to close at 2,4335, its first 
finish -below 2£0O since' the gen- 
eral election oil April 9. .. 

■ The Index has fallen nearly 9 
per cent from its peak of 2,7375, 
achieved on May 11. 

. The lack of interest. In The 
.Telegraph's shares, after the last- 
minute cancellation in done of 
the. flotation of GPA Group,'the 
aircraft leasing company. Is 
.expected to put pressure on other 
share fesues in the pipeline. 


Last night Del Monte Foods 
international, the processed fruit 
. manufacturer, said it was delay¬ 
ing its planned flotation until 
early next year. It looked at float- 
. ing the company in November. 

A planned flotation of 3i. the 
venture capital group, had 
already been postponed. . . 

Merchant bankets said other 
. forthcoming issues would have to 
be priced more conservatively: 

Advisers to MFI Furniture 
Group, the retailer, last night 
were setting the price for its flo¬ 
tation. It is due to be-annonneed 
today and is now expected to be 
well below earlier Indications of 
up to 145p, possibly in the imp to 
125p range. 

The biggest imminent share 
issue is the sale of 330m shares in 
Wellcome, the drugs group, 
which was expected to raise 
about £2.8bn for the Wellcome 
Trust, the medical charity. Advis¬ 
ers to the Trust said last night 
“The Telegraph is an entirely dif¬ 
ferent cup of tea to Wellcorne.'’ 

Investors had particular con¬ 
cerns about The Telegraph’s 
issue. They said the price, valu¬ 
ing the company at £435.5m, was 
too high and they were’ con- 


Continued on Page 14 
Lex, Page 14 
British Bio raises £30m. Page 20 
Bidder {mils out of 
Channel 5 race. Page 7 
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Show of unity: European Commission president Jacques Delors (centre) meets British prime minister John Major his 
first day of holding the UK presidency of the European Community- Major promotes image of conciliation. Page 14 


UN relief 
operation 
ready to 
relieve 
Sarajevo 

By Laura Stlber in Belgrade, 
Judy Dempsey in London and 
Nancy Dunne in Washington 


United Nations relief 
: aimed at 'feeding the 
300,000 starving inhabitants of 
the besieged Bosnian capital, 
Sarajevo, is expected to be 
'launched today. 

The operation will be assisted 
by 1500. Canadian troops, whose 
scheduled arrival in Sarajevo 
today from Croatia was delayed 
by minefields outside the city. 

The troops, equipped with 80 
armoured personnel carriers, will 
immediately take control of the 
airport, which until last Monday 
was blockaded by Serb irregulars 
and Serbia’s proxy Bosnian army. 

Western governments and 
international relief agencies are 
on standby, ready to send food to 
Sarajevo, under siege for 86 days. 

Yesterday, local inhabitants 
got their first fresh water for 
weeks after UN troops delivered 
27 tons of supplies to charities 
representing Moslems, Serbs and 
Croats - Bosnia's main ethnic 
groups. 

The aid was delivered by four 
French aircraft after Sunday's 
visit to Sarajevo by Mr Francois 
Mitterrand, the French president 
But UN officials and local peo¬ 
ple warned that any upsurge in 
the fighting could jeopardise the 
relief operation. Mr Radovan Kar¬ 
adzic, a leader of the Serb irregu¬ 
lars, promised to court-martial 
anyone who broke the ceasefire. 

A western diplomat dismissed 
his threat issued only to interna¬ 
tional news agencies but not to 
the Serbian media, as u a public 
relations exercise” not mounted 
in good faith. The besieged sub¬ 
urb of Dobrinja was attacked by 
Sert» irregulars again yesterday. 

In Washington, President 
George Bush said he had “no 
plans at this juncture” to use the 
six US warships which have been 
moved from the Mediterranean 
Sea into the Adriatic. 

He said he was “appalled at the 
h uman suffering and the killing 
in Sarajevo... We will do what 
we are called upon to do...” 

Appearing on a morning televi¬ 
sion chat show, Mr Bush said the 
forces were meant to “send a sig¬ 
nal to the people over there that 
we’re serious”. They include four 
warships carrying marines, plus 
attack and transport helicopters 
which could provide air cover for 
food aid distribution efforts. 

Tanjug, the Belgrade-based 
news agency, accused the US of 
wanting to intervene militarily in 
Bosnia. “It is very likely that 
Washington is waiting for a 
motive for intervention and, 
without any doubt, it will inter¬ 
vene if it gets the motive,” it 
said. 


South African unions 
call for ‘general strike’ 


By Michael Holman 
In Johannesburg 

SOUTH AFRICA'S largest trade 
union grouping called yesterday 
for a “general strike of unprece¬ 
dented proportions” to begin on 
Augusts. 

The move is the latest and 
potentially most serious of a 
series of “mass action" measures 
adopted by unions and other anti¬ 
apartheid organisations designed 
to force President F.'W. de Klerk 
to concede majority rule. 

Mr Jay Naidoo, general secre¬ 
tary of the Congress of South 
African Trade Unions (Cosatu) 
told a press conference yesterday: 
“We are determined to remove 
this government from power." 
Cosatu is a close ally of the Afri¬ 
can National Congress. 

“Millions of people are going to 
force them [the government] out 
of power," Mr Naidoo sai(L 

Cosatu has in the past demon¬ 
strated a capacity to organise one 
or two-day stoppages. But plans 
to impose a longer strike will 
have to take into account the 
country's high unemployment 
rate and a weak union structure 
In many industries. 


The critical factor will be the 
political mood at the time called 
for the strike. If the parties to the 
constitutional talks, currently in 
stalemate, are back at the negoti¬ 
ating table, Cosatu may have to 
reconsider its tactics. 

Efforts to break the stalemate 
continued yesterday, both at 
home and abroad. Mr de Klerk 

ANC pulls back from sports 

boycott.Page 4 

Anglo American sells itself 
to the world.Page 15 


went on with the process of 
introducing an international 
dimension to a resolution of the 
crisis by adding three more for¬ 
eign legal experts to the Gold- 
stone Commission, the Judicial 
inquiry into township violence. 

Professor Philip Hayman, direc¬ 
tor of the Harvard Law School 
Centre for Criminal Justice will 
serve as chairman of a committee 
on legislation to guide the con¬ 
duct of mass demonstrations. 

Professor C. Fijnaut from Bel¬ 
gium. and Professor C. Shearing 
from the University of Toronto, 


Canada, have also been asked to 
serve on the committee, which 
will operate under the auspices of 
the Goldstone Commission. 

The ANC has made an interna¬ 
tional inquiry into the recent Boi- 
palong massacre one of its condi¬ 
tions for the resumption of 
constitutional talks. 

The possibility of European 
Community involvement in 
South Africa emerged last night 
amid growing speculation that 
Mr Douglas Hurd, the British for¬ 
eign secretary, would lead a 
troika of Community ministers 
on a fact finding visit by the end 
of July or early August. 

Further efforts are also under 
way in Dakar, Senegal, where Mr 
Boutros Boutros GhaU. UN sec¬ 
retary-general, told reporters at 
the summit or the Organisation 
of African Unity that it was 
likely the UN would step in. 

‘it can be a UN observer, 
which we have already done. It 
can be a UN mediator. It can be a 
fact finding mission." he said. 
Reuter adds: South African 
police fired shotguns and plastic 
bullets at anti-government dem¬ 
onstrators in Cape Town. Several 
of the 4.000 people were wounded. 
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Fidelity Money Funds ssssasss ffwaww 


Better Rates 
than a Bank 
Deposit in 
15 Currencies. 


Fidelity Money Funds are the flexible, 
tax-efficient way to manage cash 
balances around the world. 

The Fidelity organisation is a leading 
money manager, looking after over 
S60 billion in cash products worldwide. 
The new Fidelity Money Funds cover 
15 major currencies, each offering 
high, wholesale rates of interest with 
security. The interest is paid out or 
accumulated gross, and there's 
free conversion at competitive 
exchange rates. 

What’s more, with no minimum 
investment levels and easy access, 
you don't have to commit yourself to 
discover the flexible alternative. 

The distributor of Fidelity Money 
Funds is Fidelity Investments 
Distributors, Bermuda. For more 
information, including current 


interest rates for each currency, contact 
one of the Fidelity offices below, or return 
the coupon. 

United Kingdom 

Tel: 44 732 361144 Fax: 44 732 8388S6 
Jersey 

Tel: 44 534 89888 Fax: 44 534 34244 
Hong Kong 

Tel: 852 848 1000 Fax: 852 845 2608 

Luxembourg 

Tel: 352 250 404 231 Fax: 352 250 340 



To fidelity Investment Euopeai Sennce Centre. 3rd Rwr 
Kansas House, Place defElcJe. BP 3174. L102I L'jiemtcurg. 
Please send me details of Frflefity Morey Funds. 


Fu! name n/uvrAui. 

Address_ 


Postcode. 


Country. 



| Tel. No_ 
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Referendum on treaty has been fixed for September 20 


French ready to approve Maastricht 


By Ian Davidson In Paris 

THE French referendum on the 
Maastricht treaty, fixed yester¬ 
day for September 20 , Is likely 
to secure a solid majority In 
favour, according to the latest 
public opinion poll. 

The poll, published in the 
Figaro newspaper, points 
towards a 60-40 majority in 
favour of Maastricht, which is 
consistent with the trend of 
previous opinion polls. 

But the most encouraging 
feature of the survey, &om the 
government's point of view, is 
that only a small minority of 
voters intend to use the refer¬ 
endum as a platform to express 
their opinions of President 
Francois Mitterrand and the 
government 

The government's main fear 
has been that the referendum 
on Maastricht would turn Into 
a plebiscite against President 
Mitterrand, whose unpopular¬ 
ity still stands at rock bottom 
in the opinion polls. 

The Figaro poll still leaves a 
large margin of doubt, since 23 
per cent said they would not 
vote, and 17 per cent gave no 
reply. Of the remainder, 37 per 
cent said they would vote 
"yes”, and 23 per cent said they 
would vote “no". 

But over two thirds of the 
sample (68 per cent) said that 
the electorate should vote in 
terms of the construction of 
Europe, and only 21 per cent 






W’-'C. 




Mitterrand: good news for unpopular leader 


that the referendum should be 
used as an opportunity for 


referendum will last only two 
weeks, starting on September 


passing judgment on Mr Mit- 6 . But knowing that the oppo* 


terrand. 

The official campaign for the 


nents of the treaty win be cam¬ 
paigning against it throughout 


the summer, the government is 
launching a heavy information 
campaign starting next week. 

One million copies of the 
Maastricht treaty, together 


with an eight-page explanatory 
leaflet,, trill be available in 
town halls throughout France, 
as of next Monday. 

At the same time, 300,000 
copies of an explanatory bro¬ 
chure, entitled “France at the 
Heart of Europe Understand¬ 
ing Maastricht", will go on sale 
in news kiosks at FFr 10 (£ 1 ) 
apiece. 

A second printing of lm 
copies of the treaty, together 
with the accompanying leaflet, 
win later be made available in 
departmental prefectures, as 
well as in holiday resorts. 

Finally, at the start of the 
official campaign, the govern¬ 
ment will circulate a copy of 
the treaty to every single 
votor. 

• The French government 
plana to freeze defence spend¬ 
ing in real terms during the 
next three years, according to 
the medium-term defence pro¬ 
gramme it approved yesterday. 

The army will be cut from 
280,000 men now to 225,000 in 
1397. 

The cost of nuclear deter¬ 
rence will be reduced from 30 
par cent to 20 per cent of the 
budget, partly by shelving the 
Hades short-range surface-to- 
surface missile, partly by post¬ 
poning modernisation of the 
land-based intermediate mis¬ 
sile force, and partly by reduc¬ 
ing the patrol levels erf the sub¬ 
marine nuclear wriswUe force. 


Russian premier warns against high spending 


By Leyla Boulton and 
Dmitry Volkov In Moscow 

MR Yegor Gaidar, the Russian 
prime minister, yesterday 
warned Russia was again 
spending more than it could 
afford, as deputies threatened 
to cut taxes 

Although a revised 1992 bud¬ 
get increasing the consolidated 
budget deficit to Rbs308bn, 2 
per cent of GNP, sailed 
through a first reading yester¬ 
day, parliament plans today to 
pass a law to slash an unpopu¬ 
lar value added tax from 28 to 
14 per cent 

Mr Gaidar warned that such 


a cut in a central source of 
income would force reductions 
in agricultural and military 
spending and would “destabil¬ 
ise society”. He said that an 
explosion of spending in May 
had marked the beginning of a 
new period where “we have 
begun to allow ourselves to 
spend more than we can 
afford". 

But Mr Alexander Pochinok, 
head of the budget committee, 
accused the government of 
underestimating revenues and 
demanded further increases in 
spending before the budget 
returns to parliament for a 
final reading in 10 days time. 


Although his accusation seems 
hard to sustain, what is closer 
to the truth is that nobody in 
Moscow, including foreign 
experts, knows what the true 
budget figures are. 

Mr Gaidar himself claimed, 
for Instance, that the budget's 
estimates for revenues were 
over optimistic. 

Meanwhile, Mr Yeltsin 
signed a decree which freezes 
debts incurred by state enter¬ 
prises up to July 1 , totalling an 
estimated Rbs2£ trillion. 

The decree allows state 
enterprises to make a fresh 
start with a new payments sys¬ 
tem. This is supposed to 


replace the old method which 
allowed state companies to 
receive goods without paying 
for them - and expect the 
state to foot the bill for their 
debts. 

The decree is to be followed 
by a netting off procedure to 
wipe out debts which cancel 
each other out, work out which 
enterprises are net debtors, 
and deal with the outstanding 
debts. 

But fierce divisions within 
the leadership are likely to 
continue over how to deal with 
the debt-ridden enterprises as 
it has not yet been decided 
how the debts will ultimately 


be dealt with - whether 
through a liberal dose of bank¬ 
ruptcies or with fresh govern¬ 
ment subsidies. 

Russian authorities also 
introduced a new controlled 
exchange rate of Rbsl25L26 to 
the dollar instead of floating 
the currency at a market rata 
as they had originally planned 

Instead of producing a single 
exchange rate as they yester¬ 
day claimed to have dime, they 
are maintaining at least two 
exchange rates - one con¬ 
trolled, and another deter¬ 
mined by the country's official 
currency market, presently at 
Rbsl44. 


Fresh models for east 
European privatisation 


NEWS IN BRIEF 


By Arlane Genlllard 
In Versailles 

T HE ambitious mass pri¬ 
vatisation schemes 
launched in Czechoslo¬ 
vakia and Poland are becoming 
models for other east European 
countries. 

Government officials and 
western advisers gathered at 
the weekend in Versailles to 
discuss the advantages of 
distributing state-owned assets 
to citizens in the form of 
vouchers. 

Privatisation officials from 
all eastern European countries, 
as well as from Russia. 
Ukraine and the Baltic repub¬ 
lics, placed emphasis on the 
need to ensure public support 
for reforms during their meet¬ 
ing. 

Czechoslovakia and Poland, 
whose mass privatisation pro¬ 
grammes are the most 
advanced, have been models 
for Russia. Ukraine, Lithuania 
and Romania, which are put¬ 
ting in place their own vari¬ 
ations on a voucher privatisa¬ 
tion scheme. 

Czechoslovakia's privatisa¬ 


tion programme cuts across a 
wide spectrum with 29Jbn 
worth of equity In 1,491 enter¬ 
prises to be distributed this 
summer. Over 8 -Sin citizens are 
participating in the scheme, 
using vouchers bought for a 
nominal sum. Two thirds have 
entrusted their vouchers to one 
of the 460 private in vestment 
fund set up earlier this year. 

The political impact of 
distributing state-owned assets 
to the public was underlined in 
Czechoslovakia's elections ear¬ 
lier this month. Mr Vaclav 
Klaus, the former finance min¬ 
ister who masterminded the 
programme, saw his party win 
an absolute majority in the 
Czech parliament 

The Czechoslovak scheme 
came under criticism, however, 
because the vast and diffuse 
mass of shareholders have lit¬ 
tle potential to influence the 
management of enterprises. 
The Polish scheme, In contrast, 
aims to secure management 
control over enterprises by 
“leading funds" which will 
have block of shares in their 
hands. 

In Poland, some 400 enter¬ 


prises, accounting for 8-12 per 
cent of tiie country's industrial 
output, will be allocated to a 
limited number of investment 
fimds, whose shares will than 
be distributed to citizens free 
of charge. 

The Polish scheme, which 
relies on a narrow selection of 
enterprises distributed to fimds 
managed by western advisors, 
aims to create a group of small 
shareholders interested in 
holding long-term stakes in 
profitable enterprises. 

Officials from former Soviet 
republics emphasised the need 
to give management and 
employees, rather than invest¬ 
ment funds, a stake in the 
future. The Russian pro¬ 
gramme, which remains in its 
early legislative form, alms to 
distribute shares on a preferen¬ 
tial basis to employees and 
management 

The relative independence of 
managers from the govern¬ 
ment was highlighted as a cru¬ 
cial factor determining a pro¬ 
gramme's chan c es for success. 

A survey on east European pri¬ 
vatisation appears tomorrow. 


SWEDEN SELLS OUT 
Mining resources and property 

Sweden gains from a long tradition and heritage in mining. The Swedish Subs has through decades 
been exploring the raw material resources of the bedrock either by itself or in co-operation with the 
mining industry. 

Sweden is a kingdom with origins from the llih century. A very stable democracy that provides 
continuity in society and offers established rules for the game of business. Sweden makes a 
continuously predictable international partner with a predestinated cHmate for investments and business. 
Altered policies for enterprising and taxation has put Sweden into an attractive position for foreign 
investors. In addition, the mining industrial sector will gain new conditions from a coming mineral 
code. 

Due 10 the recent decision by iho Swedish Government to sell out its mining property and shares, 
opportunities have been created to offer mineral prospects to the world market. 

A serious evaluation of prospects has been developed into qualified systems of geo-informal ion about 
Sweden's mineral resources that now con be revealed and offered also to an international mining 
industry market. 

In the stock of finalized and explored projects there arc a number of 

VARIOUS METALS AND MINERALS 

with potential or promising prospects represented. 

Further information about the sale of Swedish mineral resources is available through contact with the 
SWEDISH STATE MINING PROPERTY COMMISSION from August 27th onwards. Appointments 
arc welcome. 

THE STATE MINING PROPERTY COMMISSION 


UK protests to EC at 
French aid for Bull 


MR Michael Heseltine, UK trade and industry secretary, clashed 
privately yesterday with Sir Leon Brittan. the EC competition 
commissioner, over the FFr7bn ($L3ibn) aid which the French 
government is planning to provide to Bull, the loss-making 
French computer maker, Alan Cane writes. 

Sir Leon is expected to announce today that he has approved 
the cash injection, needed for restructuring oasts and to help Bull 
rejuvenate its technology. Bull is state-owned, with France Tele¬ 
com, IBM and NEC holding small stakes. 

Mr Heseltine told Sir Leon that to allow stale aid to some 
companies while others, including the UK's ICL, went through 
the costly restru cturing process using their own resources, under¬ 
mined EC competition policy. Sir Leon is understood to have been 
sympathetic but to have said there was nothing in the Communi¬ 
ty's rules to warrant a refusaL 

Czechoslovak cabinet agreed 

After three weeks of bitter negotiations, Mr Vaclav Klaus, the 
Czech prime minister-designate, and Mr Vladimir Medar, his 
Slovak counterpart, have agreed on a new 10-member federal 
cabinet, Arlane Genlllard writes from Bratislava. It wifi have 
only five key ministries and a limited mandate, until the fete of 
Czechoslovakia's fragile, 74-year-old federation is decided. It will 
be headed by Mr Jan Strasky. the former deputy premier e! the 
Czech government and an ally of Mr Klaus in his Civic Demo¬ 
cratic party. 

Ukrainian threatens to quit 

Ukraine’s teething problems worsened yesterday when its top 
economic reformer threatened to resign and new difficulties sur¬ 
faced in the division of the Black Sea fleet with rival Russia. 
Renter reports from Kiev. Mr Vladimir Lanovoy said he planned 
to quit In protest at plans to appoint another man above him. 

Moldovan premier chosen 

Moldova chose a new prime minister to grapple with its ethnic 
and economic problems yesterday, amid renewed fighting 
between government forces and separatists. Banter reports from 
Kishin ev- Mr Andrei Sangdi, approved by 185 out of 244 deputies 
In parliament, pledged to take emergency measures to “stop the 
war against our country” and settle the dispute over the break¬ 
away Dnestr Republic by negotiation. 


Poland 
warned 
of early 
election 


By Christopher BobfiuM . 

In Warsaw 

THE prospect of an . early 
election was raisfed in* Boland 
yesterday when Mr WaMemar 
Pawlak, prime minister-desig¬ 
nate, fcnifl p arliament he would 
resign if it felled to snpport 
htwi- 

The crisis came when Mr 
Pawlak, 32, leader of the Peas¬ 
ant Party, who was designated 
premier less than .a'month 
ago, found himself all but 
- abandoned by three key par¬ 
ties with which he had hoped 
to form a g overnm ent He had 
refused .to refinqiilah' control 
to than over economic policy. 

Mr Pawlak said, he would 
not present candidates far gov¬ 
ernment, posts, leaving open, 
the possibility of a lastmhwte 
compromise. U he quits,-Ids' 
would be. the shortest, term of 
the ftrar prime ministers dues 
the Communists gave ."up 
powe r in Poland in 1999.- . 

The parliament contains 
about 10 key political groups 
all * increasingly unable to 
agree on a stable government 
majority. Shoald they fell,-'the 
460 deputies can either accept 
a government proposed- by 
President Lech Walesa or go to 
the polls, less than a year after 
the last election. 

President - Walesa yesterday 
said he had started to consider 
dissolving . parliament but 
added he still had “several 
solutions” on forming a gov¬ 
ernment, one of which 

in clude d himmrif aj pritiw min. 

ister. 7 

The latest political crisis 
came against the background 
of an optimistic economic fore¬ 
cast from the Warsaw Trade 
School’s (SGH) economic moni¬ 
toring mit It predicted con¬ 
tinuing growth In Industrial 
sales over the summer, with 
rising exports and domestic 
sales as a devalued Zloty cbn- 
tinnes to squeeze imports and 
boost sales abroad. . 

The forecast follows results 
for tiie first five months which 
suggested GDP could grow. 2 
per cent this year, reversing 
three years’ dei-HnA, 


goes on despite 
ceasefire pact 


. By Judy Du m p —y . 

THERE have been repeated 
breaches of the ceasefire agree¬ 
ment, even yesterday as relief 
supplies started arriving in the 
besieged city, despite assur¬ 
ances by both rides In the bat¬ 
tle for Sarajeyo that they will 
honour any accord. • 

Bath, sides buve'dffferent rea¬ 
sons for breaking it' : 

The Bosnian Territorial 
Defends units, under which the 
Moslem, : Serb and Croat 
defenders are grouped, believe: 
that only military intervention 
from outside wifi stop the Serb 
.irregulars and Serbia's proxy 
Bosnian army from dividing 
the city on ethnic fines. 

.They point out that the Sert) 
forces, led by Mr Radovan Kar¬ 
adzic, and General Ratko 
Mladic, already control large 
sections of western Sarajevo 
alter repeated bombardment 
from the s u rr ou Ti dtng mtih and 
the south-west 

The Moslems, who make up 
43 per cent of Bosnia-Hercego- 
vina’s population, also argue. 
Hurt outside military interven¬ 
tion alone will guarantee than 


moves by Serbia and Croatiato 
divide Bosnia: between them. 
Croatia and Serbia each con¬ 


trol about a third of Bosnia. 
The rest is being fiercely con¬ 
tested between Serb and Croat 
forces, with Moslem civilians 
and fighters caught In the mid¬ 
dle. 

in these circumstances, Mr 
Aliya Izetbegovic, the republic's 
president, ha-# difficulty per¬ 
suading Ms supporters to 
accept a lasting ceasefire. He 
himself believes it will allow 
the Serb irregulars to consoli¬ 
date areas in and around Sara¬ 
jevo which they already hold. 

The Serbs for their part, 
have withdrawn their heavy 
artillery equipment from the 
airport, after much United 
Nations pressure and US 
threats of intervention, and Mr . 
yaradrin has ordered his men 
to honour another ceasefire. 
Despite this latest promise, 
Serb: emits continued yesterday 
to bombard the Sarajevo sub¬ 
urb of Dobrinja. 

An e thnically mhted complex 
of high-rise flats south-west of 
the centre, Dobrinja is strategi¬ 
cally important for the Serbs. 

It is- sandwiched between the 
airport, and Ilidza, a Serb-con¬ 
trolled stronghold, west of 




Dobrinja, the Serbs wifi lose 
their direct access to the air¬ 
port. . 



applause on Macedonia 


By Karin Hops In Albeits 

I N the eyes of most Greeks, 
Mr Constantine Mitsotakis, 
the prime minister, pulled 
off a Herculean feat at tiie Li* 
ban EC summit.. 

By finally winning Commu¬ 
nity support for the Greek 
view that the ex-Yugoslav 
republic of Macedonia must 
change its name before it Gain 
be recognised internationally; 
Mr Mitsotakis has silenced 
rebellious rumblings in his 
conservative party and left the 
opposition in disarray. 

The Macedonian goverxh 
mart, recognised sa fer only by 
Turkey and Bulgaria, has not 
yet made dear whether.it will 
accept the decision, though Mr 
Denko Maleski, the foreign - 
minister. H as resigned In pro¬ 
test 

Greece now feds in a strong 
enough position to offer friend¬ 
ship to Its northern neighbour, 
Inrliiriln g flrianrial muriatanro 
and a cross-border trade pack¬ 
age that would be charmeDed 
through Salonica, capital of the 
Greek province of Macedonia.' - 
But Mr Mitsotakfa’s next 
task is likely to prove more 


antagonism and sign a treaty 

Of fr psrafahip wlth T nriroy 

“We can live with the Turks 
today. As far as the east is 

mnMmnl m foal <nh 


nothing will happen," hesaid 
last week, referring to the 
Defence Ministry's conviction 
that Turkey, Greece’s eastern 



Mitsotakis: Greek hero 
neighbour and partner in Nato, 
is the main threat to Greek 
security. 

• Mr Mitsotakis has now wafe 
two trips to Turkey to 
exchange ideas with Prime 
Minister Suleyman Demirel on 
the proposed treaty. According 
- to Greek officials, it would out¬ 
line principles for resolving a 
group of long-standing bilat¬ 
eral disputes, *om rival riaimg 
on undersea ah in the Aegean 
and deflneatf o n of airspace to 
treatment of- the Greek and 
Turidsh minortties in Istanbul 
and Thrace respecti v ely. , . 

He has also came under Brit¬ 
ish pressure to adapt a more 


Turkey, as developing closer 
EC relatioris with Ankara has 
beat spelled out as a priority 
of the British presidency. 
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Even before the Lisbon meet¬ 
ing, Greece agreed to drop a 
two-year-old veto imposed on 
the Community’s redirected 
Mediterranean-policy, which 
provides for Ecu2.05bn 
(£L43bn) in loans and grants 
for co-operative projects 
between Mediterranean coun¬ 
tries, because- it would wink** 
funds available to Turkey. 

But sighing the friendship 
treaty will depend on whether 
current efforts to reunite 
Cyprus, being sponsored by the 
UN secretary general, are suc¬ 
cessful. 

Mr Mitsotakis had originally 
intended to push flha»d with 
the treaty regardless of the 
Cyprus issue. But he found 
himself obliged, to mak e the 
linkage following angry reac¬ 
tions. from both Greek Cypriot 
po litic ia ns and public opinion 
at home. 

Al th o ugh last month's round 
of high-level talks on Cyprus in 
New York produced few.tsmgi- 
.ble signs of progress, ..it 
brought together the leaders of 
the Greek ami Turkish Cypriot 
communities tor the first time 
hi over two years. • 

- Now that President George' 
Vasa Okra, the Greek Cypriot 
leader, has managed to per¬ 
suade most of his community 
that not all those driven from 
their homes in 1974 , when 
■Turkish forces occupied the 


-;-- *■■■» ** vi UlC, 

will b 8 able to return, it is op 
to Mr Rauf Denktash, the 
Turkish Cypriot leader, to 
make the next move. 


Sweden set to cut corporate tax to 25% 


By Robert Taylor in London 


■ y | » 'l SWEDEN’S 

■ j ■ 'non-socialist 

■ v I government fa 
Jj8 JL expected today 

to baric a pro¬ 
posal to cut the country's cor¬ 
porate level of taxation from 30 
to 2> per cent from January 1 
1993, in a move designed to 
encourage foreign and domes¬ 
tic investors in Sweden and 
adapt the tax system to that of 
the European Community. 

Speaking to a Financial 
Times conference in London 
yesterday Mr Urban Bflck- 
strflm, under-secretary of state 
at Sweden’s Ministry of 
Finance, also revealed that 
Sweden would have to cut its 
current value added tax level 
further. It fa already to be 
reduced from 26 to 22 per cent 


for January 1 1993 and wifi 
have to fell to 19-20 per emit 
over the next few years to 
come into line with EC prac¬ 
tice. “We simply cannot haven 
rate which greatly exceeds the 
rate prevailing In. wwiHhental 
Europe,” he said. 

In his address to the confer¬ 
ence Mr'Per Westerberg, Swe¬ 
den’s industry minister, said 
the government's new competi¬ 
tion laws, to be announced this 
autumn, would force public 
sector welfare authorities to 
compete In the market for . the 
purchase of any services they 
ate expected to provide, in 
what promises to be a compre¬ 
hensive shake-up of Sweden's 
welfare state. 

Mr Westerberg said the gov¬ 
ernment, elected last October, 
intended to stick firmly to it s 
current programme of tieregu- 


fatten and tax cutting-despate 
the country's economic diffi¬ 
culties. ’• 

Ho also said the next 
Swedish state-owned com¬ 
pany to be privatised would 
be announced next month. 
This- follows the successful 
flotation of SSAB, Swedish 
Steel, in May. Mr Wester- 
berg said the government 
intended to privatise only 
state-dominated commer¬ 
cial companies which were 
operating already in a com¬ 
petitive market, and no 
state monopolies would be 
sold. Instead, he said, the 
public utilities would be 
turned into corporate.enti¬ 
ties and their areas of oper¬ 
ation deregulated . and 
opened to c om pe ti tion^ and 
then they .would be priva¬ 
tised. 


Mr PeteV" - Wallenberg, 
Sweden’s leading industri¬ 
alist, told the- conference 
that he "realty wished more 
foreigners would, find- it 
worthwhile to' ‘ acquire. 
Swedish companies, tiros, 
further enhancing ‘ the 
izrternatibnaUsatirm of tiie 
country's economy; and at 
the, same time gftdng r Swe&-. 
ish \ industry the opportu-- 
nity to find solid partners 
abroadIf s' 
develop : 

. . However, u2d£r questton-; 
ing, he defehded,Sti^i^y 
Sw ede n’s curren fr^^^ ^ 

which errable^a^mpariiftg- 
suefr as those: £u;^;vsRa^■. , 
lenberg sphere fountain 
• control with a small: equity 
stake but dominant voting 
. rights: " - •. 
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By Aten Friedman In New York 

SHEIKH KHALID' Bin 
Mahfotxz,: chie f operating offi¬ 
cer of the National Commercial 
Bank of Saudi Arabia (NCB), 
the largest commercial hank in 
that country, was induc t in 
New York, yesterday bn 
charges that be and. an associ¬ 
ate had schemed to defraud, 
depositors, regulators and. 
auditors bf the Bank-.of Credit 
and Commerce International 
(BCCQ. - ; - 

The US . indictment,, 
announced by Mr Rtibert Mbr- 
genthau, district "attorney; for 
Manhattan, alleges that ^H»rvh 

CTialiri anrf Mf Tp>rrv\n g»hl^ 

a London-baaed'-associate, 
fraudulently obtained; more 
than S300m from BCd deposi¬ 
tors and other customers.. 

Mr Morgenthau said the 
9300m wasobtamedaspartof 
a scheme that involved Sheikh 
Khalid acting -with Mr Agha I 
Hasan Abetil and Mr. Swaleh 
Naqvi, former chairman and 
chief executive of BCCI respec-. 
tively, who were themselves 
indicted on fraud charges last 
year. The scheme was ramuM. 
the indictment says, in 1985-91 
and involved-more than $lbn' 
in transactions by Sheikh 
ghallH and NCB. 

The indictment, which is a . 
dipl om atically . santtitira 
because of the prominence of 
the Bin -Mahfbuz family : in . 
Saudi Arabia,: states that NCB 


•': ’’ 'J 

is contralled 

The bank feeJf basr ndt lbeen 
' charged.. • 1 u . I 

: : Lastvragfatv^Safer^cftS 
Smith, anasecottveSffi^New : 
York branch of N(^, gsSo said 
he was a^okeanam^ ^ieikh- 
Khalid, statement in 

-which the- -8eadi lib anker 
dedared hte teBoeenca; -He 
staled he' was^l^ashmudetf’ by. 
the “completely unwar rah te d" . 

- — ‘ ■ -r-! rz~*- :-V. •- 

■:■- ■’ ■'Thestatement: 

: : : said 7-Shetkh. 

Afl I 

1 ■ JI ij feretlV^uge 

(■ 1 .t 

■,%5I • '• had : 

cb.-pperafe d’ 

- - 7 T.-fTr iall 

the strc^g^t'^e%S:)>os^ble. 
any suggostion^£biv)(dvement'. 
In any .w^yo<dijdD& j.. .• 
NCB anpCmpred gfrMay that, 
after' -disi^i^d^^-with :the. 
Bank pf Etogtejyl,, >&t; _ had 
decided■: to^brqse-.lis .London 
branch ‘in c mt efRnt: tg^rationr 
ah^e op^atUnisjandr ,cat costs/*;.. 
Mr Morgenthaic ^a^ he had 
received , co-operation: from 
: bofh the JBankof England and : 
the British .Serious : Fraud. 
Office.- in ftre Bin. Makfouz 
investigation; •• »*V : . 

The New. York prosecutor 
said a .decision had not been- 
made oil whether to freeze .the .- 
Bin- Mahfoaz ; 'family's US 
-assets.-NCB controls.a New 
York (operation that last year 


case 


-bad about 9500m of assets. 

Mr Morgen than- said that 
BCCI, in 1986, needed fresh 
capital and that Sheikh Khalid. 
Invested in BC&and became a 
BCCI director. The prosecutor 
said , bis investigatum had dis¬ 
covered that Sheikh Khalid’s 
investment in BCCI- was lata: 
“secretly withdrawn, which 
resulted in a gross.misstate? 
ment of the . true finanrial pic¬ 
ture” of BCCL 

The.secret accord led to 
-Sheikh Khalid's sale of his. 
BCCI shares in 1988, along 
with the sale in 1989 of a sepa¬ 
rate shareholding in Credit and 
Commerce American Holdings 
(CCAH), the holding company 
that owned First American 
; bank fo the US. At least 9500m. 
of , the payments to Sheikh 
Khalid came from BCGTs own 
funds and were falsely 
recorded as BCCI. loans. . 

But BCGTs auditors and reg¬ 
ulators, indnding the Bank of 
England and .New York state 
hanking supervisors, were : led 
.tO hrffw A t^at Rhefkh TUwUd 

continued ip be a major BCCI 
shareholder -until April 1990, 
according to the indictment 

Mr Mmgentiian said negotia¬ 
tions areunder .way In Londop 
for Mr Eahihn either to.surren¬ 
der in the US.or face UK arrest 
and extradfttohproceedings.. 

- Sheikh Khahd and Mr Kah- 
lon face «p. : to four years in 
prisimmid tip to 9600m of fines 
in the US. \ 


Miyazawa visit relegates trade 


By Nancy Dunne 
in Washington 

FOREIGN policy and economic cooperation are 
dominating the agenda this week, during the 
first official-visit to Washington bf Mr KHchl; 
Miyazawa, Japanese prime minister, with the 
hope that the President George Bush’s disas¬ 
trous trade mission to Japan last January will 
fade from painftil memory. t - 

“We view this visit as haring a prhnary-pur¬ 
pose of co-ordinating our two sides* position 
going into the Group of Seven meeting [next 
week in Munich]," an administration official : 
said. The two were also to discuss Inteteral; 
co-operation an Russia, Korea and Cambodia, 
with Mr Bush giving frill support to ; Japanese 
claims for the return from Russian .control edits 
northern islands,- before the US would commit 


Itself to extensive aid to Moscow. - 
Trade is being relegated to “review status". 

- For once, the US teem the defensive. Its officials 
are talking about “relnrigorating” the Struc¬ 
tural Impediments Initiative, which was to 
;address the fundamental problems in the US 
and Japanese economic systems as regards 
bilateral relations..US officials are painting to 
. Congress as having impeded -administration ini¬ 
tiatives over SIL ... 

.. US trade, complaints will be touchedmi during 
the Japanese visit, particularly the nnsatis&o- 
tory semiconductor agreement whidt has foiled. 
to.ctaro over 20 per cent-of Japan's market to. 
foreign sales. Access for US vehicles, vehicle 
parte and gfoss are on the trad^ agenda, but the 
administration thfa week was stressing that* 
solutions to the.trade imbalance must be' 
kmgtexbk. 
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THE. purchasing managers’ 
index fell sharply last month, 
adding to worries that the frag¬ 
ile economic recovery is losing 
momentum, reports Michael 
Browse in Washington. 

The index dropped to 513 per 
cent, compared with 56.3 per 
cent in May. Wall Street ana¬ 
lysts bad expected a modest 
drop, to about 55 per cent 

The index remains above 50 
per cent and thus does not sug¬ 
gest the manufacturing sector 
Is contracting, but it points to 
a significant loss of vigour and 
may heighten concern that 


jobs will not be created rapidly 
enough to reduce the unem¬ 
ployment rate, now at a six- 
year high of TJo per cent 
The drop in the index left 
financial markets keenly 
awaiting employment figures, 
due today, which will give the 
first comprehensive indication 
of economic trends in June. If 
the figures are bad, many ana¬ 
lysts believe the Federal 
Reserve will be unable to resist 
calls for another cut in interest 
rates, although it might delay 
action to avoid seeming to bow 
to political pressure. 


Brady looks to G7 for 
commonsense solutions 

Michael Prowse on the US approach to Munich 


TOP COP: Willie Williams shows his confidence, and his badge, 
on faking over-this week as the new police chief in Los Angniwi 

Purchasing index down 


MR Nicholas Brady, US 
treasury secretary, was in fine 
form as he briefed reporters on 
next week's Munich summit of 
the Group of Seven industrial 
nations. 

Running through the main 
economic items on the agenda 
- support for Russian reforms, 
the flagging momentum of 
world growth and the stalled 
Uruguay Round trade talks - 
his manner was that of a plain- 
spoken businessman looking 
for commonsense solutions. 

A top priority for the US. he 
said, was to agree measures to 
strengthen global growth. He 
implied this was central to all 
else the G7 leaders might want 
to achieve. Reform efforts in 
the former Soviet republics, for 
example, would be easier if 
they occurred against a back¬ 
drop of buoyant world growth. 

He did not quite say “1 told 
you so” but he was evidently 
gratified that the risk of a 
global slowdown was now 
widely recognised. “We're 
talking about a communique 
that's gning to enthusiastically 
support the concept of a grow¬ 
ing world," he said. 

He indicated this would 
mark a sharp departure from 
previous summits and IMF 
meetings, when US demands 
for more stimulative policies 
had been poorly received, rais¬ 
ing doubts about Mr Brady’s 
ability to read the mood is for¬ 
eign capitals. 

He said the US would press 
for lower interest rates world¬ 
wide but that the summit was 
likely to focus on fiscal mea¬ 
sures to support growth. Ignor¬ 
ing the US's decade of record 
budget deficits, he indulged in 
a headmasterly review of Ger¬ 
man and Japanese policies. 


Plainly trying to put pres¬ 
sure on Japanese Prime Minis¬ 
ter Kiichi Miyazawa ahead of 
the summit, he lavished praise 
on the Y7,000bn-Y8,000bn 
(£29bn-£33bn) fiscal stimulus 
proposed at the weekend by 
Japan's ruling Liberal Demo¬ 
cratic Party. He said it could 
potentially have as big an 
impact as the historic stimulus 
announced in 1987, which sig¬ 
nalled a shift from export-led 
to consumer-led growth. 

As Mr Brady spoke, however, 
the LDP plan still had not been 
endorsed by Mr Miyazawa or 
the Japanese cabinet 

‘We’re talking about 
a communique that 
is going to back 
the concept of 
a growing world’ 

Turning to Germany, Mr 
Brady declined to say he was 
satisfied with Bonn’s fiscal pol¬ 
icy. But he welcomed recently- 
announced steps to curb the 
German budget deficit 

Without a hint of a smile, he 
suggested that President 
George Bush's 1990 budget 
agreement with Congress had 
shown the world how to 
achieve lower interest rates. 
Fiscal restraint in the US, he 
said, had allowed the Federal 
Reserve to cut short-term inter¬ 
est rates from over 8 per cent 
to 3.75 per cent Other coun¬ 
tries could achieve lower inter¬ 
est rates if they, too, put their 
fiscal houses in order. 

On Russian reforms, Mr 
Brady casually admitted that 
summit leaders were likely to 
agree a rescheduling of the 


$65bn external debt of former 
Soviet republics even though 
negotiations between Russia 
and the International Mone¬ 
tary Fluid on a standby pro¬ 
gramme of economic reforms 
remain bogged down. This will 
set a precedent because debt¬ 
ors are invariably expected to 
agree a tough programme of 
reforms with the IMF before 
gaining the benefits of a 
rescheduling deaL 

Mr Brady must have been 
aware his bland statement 
would increase pressure on 
IMF negotiators to accommo¬ 
date Russia. The main hurdle, 
according to a senior Canadian 
official, is Russia's belief it 
deserves different treatment 
from small Third World bor¬ 
rowers obliged to accept 
numerous detailed conditions 
on loans. The Russian view 
seems to be that a broader 
commitment to economic 
reform should be sufficient in 
the case of a major world 
power such as Russia. 

The Uruguay Round trade 
negotiations were “enormously 
complicated” but absolutely 
vital, Mr Brady said. In 35 
years on Wall Street, he had 
found that the complexity of 
negotiations increase geometri¬ 
cally according to the number 
of participants. However, wav¬ 
ing a dossier of papers detail¬ 
ing the importance of exports 
for US growth and jobs, he 
suggested the US was ready to 
step up efforts to achieve prog¬ 
ress in the talks. If he could 
wave a magic wand over any 
one issue at the s ummi t, it 
would be trade. Achieving 
freer trade would be among the 
most important goals for the 
international community in 
the post-Cold War era. 


The Venezuelan search is on; r for foreign partners 
in the production of crude, writes Joe Mann 


V ENEZUELA’S decision, 
to allow private compa¬ 
nies to produce oil from 
a series of inactive fields is not 
only an important, break-with 
the past but also fhe first .con¬ 
crete example of private capital 
investment in the. oil produc¬ 
tion sector since; the country’s 
petroleum industry was nation¬ 
alised in 1976. 

Mr Alirio Parra, energy and 
mines minister, announced on 
June 19 that Royal Dutch/SheH 
and smaller companies from 
Japan, the US and Venezuela 
would invest 9720m (£390m) 
over die next 10 years to pro-, 
due? exude from five groups of 
inactive fields. 

The private companies are 
assuming the entire financial 
risk - no oil, no return. How- 
much they, earn- will depend 
solely on the volume of oil pro¬ 
duced because even though 
they are spending money, on 
production infrastructure, they 
will not own the crude. All out¬ 
put will be turned oyer to sub¬ 
sidiaries of Venezuela’s 
national oil company, PDVSA. 

Shell’s return to Venezuela 
as an investor in the afl sector 
is not without irony. When all 
private oil companies were 
nationalised 16 years ago, 
Shell’s operation was second 
only to Exxon’s. Both compa¬ 
nies had to wait more than a 
decade for their claims to be 
settled with the government 
It was President Carlos 
Andres Perez,' waving the ban¬ 
ner of nationalism, who 
ordered the state takeover, of 
foreign oil companies during 
his previous term in office. 
Now, he is supporting PDVSA 
efforts to open petroleum sec¬ 
tors such as exploration, pro¬ 
duction and refining to foreign 
capital 

However, while Venezuela is 
only encouraging foreign capi¬ 
tal in its oil industry, the state 
company has invested well 
over 9lhn since 1983 to pur : 
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chase full or partiownershfo in 
oil jffiffing aud dfetfffiimou' 
systems in Europe and the US. 

Tb&agreexnents covering the 
inactive .fields, due: for signa¬ 
ture this monfL are* what 
PDVSA executives,hp{ie will be 
the first la a ;sertes of new 
invest men ts ’by international 
ofi compahi^*-’^^ 
cems, have invested .for ; ms£oy 
years in Venexnelan‘;petro. 
chemicals; large sunm'me-ffow- 
ing into the sectoav Bfut peijb- 
leurn and. natural gas. have 
. been but at bouncEs.tmtiLnbw. 

In late .1990, -PDVSA 
announced, a large^natural gas 
flquefaction. project iri^eastarn 
Venezuela, in partnership with 
Exxon, Mitsubishi' and’ Shell. 
Studies of the'83bx*9tth prqj- 
- ect are continuing,.but. no 
large investments have.yet. 
been made/and its fate hangs 
on natural gas prices, world¬ 
wide. Venezuelans are keen to 
sell their liquefied, natural gas 
hi the US... 

S ince Mr.pdrez.tookoffice 
for the .second tune in 
early 1989, PDVSA has 
also been encouraging other 
joint ventures with interna¬ 
tional oil companies in a vail-, 
ety of areas, mdudfng explora¬ 
tion, production and refining.. 

The state company has the 
weald's largest proven reserves 
of heavy and extra-heavy 
petroleum, and, is stressing 
what it can* “strategic associa¬ 
tions" with international com¬ 
panies to produce .and refine 
heavy ofi... 

Despite Venezuela's strong 
interest in heavy oil, foreign 
companies consider it uneco¬ 
nomical while ther e are abun¬ 
dant light and medium-grade 
crudes available from the Mid¬ 
dle East. PDVSA is in the 
midst of a multi-bOhon dollar 
capital investment programme 
which must be funded not only 
by i n te rna l cash flow, but also 
by export credits, loans and 


equity from abroad. 

Mr Perez and many other 
former proponents of a fully 
national industry have under¬ 
stood the need for foreign capl- 
fal and loans if PDVSA is to 
grow and remain competitive. 

The company today remains 
well lQfluag pd gpd profitable. 
Tbe ppMcaT instability result¬ 
ing from an unsuccessful mili¬ 
tary uprising, last February has 
not affected operations so far. 

However; its capital invest¬ 
ment needs are being squeezed 
by lower-than expected oil 
prices and a high tax bite (82 
per cent of op&ating profits) 
by a government addicted to 
petroleum revenues. 

-Last year, faxes on PDVSA 
provided the central govern¬ 
ment. with more than 70 per 
cent of total revenues. 

To cope with its capital 
shortage, PDVSA has reduced 
investment this year and 
delayed or prolonged some 
large projects. The company 
also is seeking funds on inter- 
. national capital- markets. 

A subsidiary,. Corpoven. 
recently gave a mandate to CS 
First Borion.to raise 9300m to 
finance tba expansion of a nat¬ 
ural gas plant This year, two 
US banks tried to raise money 
for PDVSA, but company offi¬ 
cials said they- decided the 
placements would be too costly 
and the efforts were dropped. 

News reports of popular pro¬ 
tests, demands for t.'hp resigna¬ 
tion of Mr Pdrez and other 
sympt o ms of political instabil¬ 
ity have affected investors' per¬ 
ceptions. . . 

PDVSA has external debts of 
$2.i6bn and loans.from Ven¬ 
ezuelan banks totsBing around 
9923m. The company will need 
borrowed money to finance 
most of its investment pro¬ 
gramme this year and next 

Capital ^outlays last year 
were 93-7bit Before the cuts, 
this year's figure was projected 
at well over 941m. 
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Sbn V ' V 
14 &*!*# ***&•**' 




•tawPDVSAIrfacMfcr 

•13,-wwrwcwifa- • - P 






. «-;• “■/. v^"' .’v^ •• 

./ • ‘Su. > N ” '. -^*x'.> » 


"90 :' 91 


1987 *"88 9Br. 


■X ;$*•»:“; ?j '■ ,.-;V' 

i•».?** Vi;<V.. 

.. . j-'-yj.'jr 




•• ■ V i'vA %. J.,'-- 


““ The new Munich Airport and Lufthansa 
are waiting to serve you. 



Germany’s location, right at 
the heart of the New Europe, 
makes it the ideal stepping- 
stone for your European 
travels. And nothing illus¬ 
trates this better than flying 
Lufthansa via the brand new 
Munich Airport which opened 
on May 17th, From Europe's 
most modern airport we can 
fly you on throughout Ger¬ 
many. Or to 48 other European 
cities, including all the major 


destinations in Eastern 
Europe. And while you're 
with us between flights, you'll 
find our ground staff waiting 
to help you on your way. 

So whether you choose to fly 
with us via Frankfurt or the 
new Munich Airport you'll 
discover there's only one way 
to visit Europe. And that’s 
with the airline that always 
believes in offering you 
"simply that little bit more". 


© Lufthansa 
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_ NEWS; INTERNATIONAL 

ANC pulls back from sports boycott 


By Michael Holman 
in Johannesburg 

SOUTH AFRICA’S 
participation in the Barcelona 
Olympics and other pre-ar¬ 
ranged international sporting 
events can go ahead as 
planned, the African National 
Congress (ANC) said yester¬ 
day. 

“The decision will remain 
under view." said the ANC 
press statement, which warned 


that unless the country's politi¬ 
cal crisis is resolved, it “will 
consider a halt to all tours”. 

This cautionary note did not 
disguise the fact that the ANC. 
for the time being at least, has 
declined to use sport as a 
weapon. The news delighted 
white South Africa, possibly 
the mosts sports-conscious 
commuolty in the world, 
although black South Africans 
are likely to have mixed feel¬ 
ings about the ANC's decision. 


The re-introduction of the 
ban on sporting contact may 
have seemed a straightforward 

way of punishing the govern¬ 
ment for the stalemate in con¬ 
stitutional talks, but there are 
several complications. 

Football, for example, is a 
predominantly black game 
here. Supporters were eagerly 
awaiting next week's sched¬ 
uled visit of the Cameroon 
national side, and Crystal Pal¬ 
ace. the English first division 


side. Most supporters wanted 
the visits to go ahead. 

Also at risk were the visits of 
the New Zealand and Austra¬ 
lian rugby teams, and a cricket 
tour by Indi a . 

A sports boycott cannot be 
turned on and off like a tap. 
Should the ANC wish to re-im¬ 
pose South Africa’s sporting 
isolation, it would have faced a 
protracted round of lobbying 
and persuasion. Advocates of 
contact also pointed out that 


by the time this process was 
over, the constitutional stale¬ 
mate might have been broken. 

In return for yesterday’s 
go-ahead, the country’s sports 
bodies agreed to express “pub¬ 
lic support for peace and 
democracy, tad tiding a demo¬ 
cratically elected constituent 
assembly”. They will also stage 
unspecified “activities" during 
International {fixtures “which 
will promote peace and democ¬ 
racy”. • 



Members of Mohammed Boudiaf s family pay their respects at the flag-draped casket during yesterday's funeral ceremony In Algiers 


THOUSANDS TURN OUT FOR FUNERAL OF MURDERED ALGERIAN PRESIDENT 


TENS of thousands of Algerians took to 
the streets yesterday to mourn their 
murdered head of state, Mr Mohammed 
Bondiaf, write William Dawkins and 
Francis Chiles in Algiers. 

A grief-stricken crowd gathered out¬ 
side the presidential palace as mourn¬ 
ers filed past Mr Bondiaf s coffin in the 
hours before his funeral at Algiers' 
main mosque. Women ululated as a 
green army truck bearing Mr Boudiaf s 
coffin left the gates to move slowly 
towards the Djema Khebir mosque. 

Some demonstrators blamed the 


recently banned fundamentalist 
Islamic Salvation Front (FIS) for Mr 
Bondiaf s assassination on Monday. 

Others in the crowd chanted: “Chadli 
assassin", accusing former President 
Chadli Bendjedid, forced out of office 
in January. This echoed Algerian press 
reports that the killing might have 
been organised by senior politicians 
with much to fear from Mr Boudiaf s 
crusade against corruption. “He died 
because he wanted to break with the 
old business, because he wanted radi¬ 
cal change and because he fought cor¬ 


ruption, ” said a weeping steel union 
official. 

“Boudiaf was dean. Hardly anybody 
else left in government is like that," 
added Mr Said Chi tour, a tourist guide. 
Mr Boudiaf, who succeeded Mr Bendje¬ 
did. elicited widespread respect among 
the crowd yesterday not Just for his 
anti-corruption campaign but also for 
his attempts to launch economic 
reforms and curb Islamic extremism. 
The poor central area of the Casbah 
was almost deserted and shops pulled 
down their steel shatters in respect. 


Yesterday’s dignified calm will have 
come as a relief to Algeria’s military- 
backed government. It Is coming under 
growing pressure to choose a new 
Igariw to end the potentially dangerous 
power vacuum. 

Four hours after the funeral, the offi¬ 
cial news agency APS said the killer , 
whom it did not name, was a sub-lien- 
tenant In the country’s counter-espio¬ 
nage unit. He was on security duty to 
protect Mr Boudiaf, APS said. It gave 
no indication whether was a Moslem 
f undamentalist or other mo tiv es. 


NEWS: WORLD TRADE 


Rabin sets 
out to 
woo the 
hard right 

By Hugh Camegy 
In Jerusalem 


MR Yitzhak Rabin, prime 
minister-elect, yesterday 
hopped smartly onto Israel’s 
political fepra as he tried to 
draw both left-wing and hard- 
right groups into coalition with 
his Labour party following its 
election success a week ago. 

Mr Rabin, awaiting today's 
official call from President 
Chaim Herzog to form a gov¬ 
ernment, is embroiled.in coali¬ 
tion manoeuvres only sKghtiy 
too byzantine than usual in 
Israel, despite his clear election 
victory over the Likud party of 
Mr Yitzhak Shamir. 

Yesterday he infuriated Mer- 
etz. a pro-peace party regarded 
as Labour’s main coalition 
partner, by drawing up draft 
administration guidelines con¬ 
taining only bland commit? 
ments to Middle East-peace 

talks an d nmkHng re fe r **™* 1 to 

a freeze on Jewish settlements 
in the occupied territories. . 

Labour deliberately fudged 
the guidelines, which serve ns 
a manifesto for the govern¬ 
ment, in an effort to entice 
Tzomet, a party of the extreme 
right into the coalition. Until 
recently Tzomet was in coali¬ 
tion with tiie haniiino Likud. 

This apparently perverse, 
move is rntpiainad by two fac¬ 
tors. First, Mr RaHn is anxious 
to consolidate his fragile par¬ 
liamentary majority, minimise. 


the influence of religions par¬ 
ties and defuse right-wing pro¬ 
tests against his policy on the 
peace process. Secondly, Tzo¬ 
met is desperate not to be left 
in opposition quadrupling 
its number of MPs from two to 

ri ght In t he plwMnn 
Neither Labour nor Tzomet 
is pretending that thegr do not 
have deep differences - nota¬ 
bly Tzomefs rejection of any 
territorial compromise or 
freeze on settlements. Tzomet 
is even further removed from 
Meretz and yesterday met the 
three religious parties to dis¬ 
cuss ways of keeping it oat of 
tile government 
Labour insists Mr Babin’s 
co m m i tm ent to the peace pro¬ 
cess and a curb an settleme n ts 
will not be compromised. 


NEWS IN BRIEF 


Recovery hopes 
hit in Australia 

AUSTRALIA’S slow recovery from recession is showing signs of 
stalling, putting increased pressure, on the government to cut 
interest rates again, writes Emilia Tagaza in Canberra. 

Three sets of indicators published yesterday indicate that 
growth will fall short of the government's annual target of 
around 4 per cent between 1992 and 199S. 

B uilding approvals fell in May by A5 per cent, seasonally 
adjusted, on the previous 'month's figures. The fell followed 
moderate rises In March and April. New car registrations also fell 
nearly 4 per. cent in May. This was the second successive monthly 
decline, despite the reduced sales tax on cars introduced by the 
government last February. 

The May current account deficit rose 20 per cent on the previ¬ 
ous month’s shortfall to ASLlhn (£440m), seasonally adjusted. 
This was the highest monthly deficit since November last year. 
The increase was due mainly to a 5 per cent fell in exports. The 
currant account figure also indicated stagnant business activity. 

Japanese car sales increase 

New car sides in Japan posted the first year-on-year Increase in 14 
tnnr^ha during June, accorchng to the Japan Automobile Dealers 
Association,' writes Steven Butler in Tokyo. The increase was 
amflii, just (U> per cent, bnt was none the less the first hopeful 
sign the industry h»* seen is many months. Passenger car sales 
were down, by 0.2 per cent to 343,065 units, with sub-compact cars 
off by 4 per cent ‘ • 

Congo PM loses support 

Congo’s iwtwrhn prime minister, Mr Andre Milongo, was the big 
loser in the country’s first multi-party elections for 30 years, 
'Reuter reports from' Brazzaville. Official results published early 
yesterday showed that no candidate from 30 parties supporting 
Mr-Mflongo was elected.in the first round of voting on June 24. 

Sudan resumes oil output 

Sudan has begun commercial oil production in the country's 
war-tom south just weeks after it purchased concessions from a 
US tel company, AP writes from Khartoum. Mr Osman Abdel-Wa- 
hab, the energy minister , said cm yesterday that the Abu-Jabra 
field would produce 2,000 barrels a day. The ail will be re fined at 
the nearby Abu-Jabra refinery in southwest Sudan, he said. 
Sudan recently purchased Chevron's tel concessions in the south. 

Israelis attack into Lebanon 

Israeli helicopters blasted a guerrilla base In a.Palestinian refugee 
camp in south Lebanon yesterday wounding two people, Reuter 
reports from- Tyre. Two helicopter gunships fired three rockets 
into an office of the Marxist Popular Front for the Liberation of 
Palestine inride the Raahidiyeh camp near the port of Tyre, 48 
miles south oif Beirut, security sources said. 

Tajik leader visits Islamabad 

Mr Rakhmon Nabiyev, Tajikistan's president, held Ms first round 
of talks with Pakistan’s prime minister, Mr Nawaz Sharif, yester¬ 
day, Farhan Bokhari reports from TcTrnnnhnd 

Fighting flares in Kabul 

Fighting broke .out between rivallactiohs in the Afghan capital 
Kabul yestexday, shattering dx days of relative cairn, Reuter 
reports from KabuL 


Telecom pact 
to cut rates for 
overseas calls 


By Hugo Dixon 

TELEPHONE companies will 
come under pressure to cut 
their international charges fol¬ 
lowing a milestone agreement 
by the world's telecommunica¬ 
tions industry in Geneva. 

The International Telegraph 
and Telephone Consultative 
Committee (CCITT). a United 
Nations-afFitiated body which 
groups telecommunications 
ministries and companies from 
around the world, has agreed 
to reform the complex account¬ 
ing rate system which has 
been blamed for keeping Inter¬ 
national call charges well 
above costs. 

The decision was taken 
unanimously at a meeting of 
the CCITT, attended by delega¬ 
tions from 46 nations, in 
Geneva last week and details 
have only just emerged. 

The main element of the deal 
is a recommendation to cut 
accounting rates - a type of 
wholesale price which tele¬ 
phone companies charge each 
other for delivering interna¬ 
tional calls - to costs over a 
period of one to five years. 

The price consumers pay to 
make international calls is 
made up of two elements: the 
accounting rate, which the 
local telephone company pays 


to its counterpart in the recipi¬ 
ent country to “deliver” the 
call, and a premium to cover 
the local company's costs and 
profit margin. 

These accounting rates are 
thought to be typically two to 
three times the actual cost of 
delivering calls and underpin 
the high prices which consum¬ 
ers pay. 

The agreement to cut 
accounting rates - which is 
the culmination of more than a 
year of negotiations - will not 
feed through automatically 
into lower consumer prices. 
But pressure from national reg¬ 
ulatory authorities and grow¬ 
ing competition in the industry 
is expected t o forc e cuts even¬ 
tually. The CCITT. which had 
previously denied there was a 
link between accounting rates 
and consumer prices, said it 
believed its recommendation 
would "in time, positively 
affect user charges". 

Mr John Bemdt, who runs 
the international communica¬ 
tions business of AT&T, the 
largest US telecommunications 
group, said the agreement 
would “translate into real ben¬ 
efits for customers around the 
world". BT. the largest UK 
group, said it was a “useful 
step", but refused to commit 
Itself to cut prices. 


Korea and Japan in 
deal to lower deficit 


By John Burton 
in Seoul 

SOUTH Korea and Japan 
yesterday announced an agree¬ 
ment to help reduce Seoul's 
trade deficit with Tokyo, but 
the measures tall far short of 
what Korean officials had been 
expecting. 

South Korea's trade deficit 
with Japan last year amounted 
to S8.8bn (£4.7bn). which 
accounted for 90 per cent of the 
country’s total trade deficit. 
South Korea relies heavily on 
Japan for machinery and 
industrial components. The 
trade deficit would be even big¬ 
ger if it was not for import 


restrictions that South Korea 
places on Japanese products. 

Mr Roh Tae Woo. the South 
Korean president, and Mr 
Kiichi Miyazawa, the Japanese 
prime minister, agreed in Janu¬ 
ary to try to find a solution to 
the problem, with a deadline 
set for June 30. Tokyo was 
under pressure to make con¬ 
cessions at that time due to 
new revelations about Japa¬ 
nese war crimes against 
Koreans. Seoul's main demand 
has been the establishment of 
a $ 20 Ojd industrial foundation, 
financed mostly by Japan. 

But Tokyo only agreed that 
each country should provide 
Sa3m. 
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Environment hit by too free trade 

The Mexican city of Ciudad Juarez provides a stark warning, writes Damian Fraser 


ISSUES con¬ 
cerning the 
environment, 
formally not 
part of the 
North Ameri¬ 
can Free Trade 
Agreement 
(Nafta), have 
now become 
part of the 

debate. 

Ciudad Juarez, the Mexican 
city bordering west Texas, is a 
striking testament to unres¬ 
trained free trade. In SO years, 
more than 300 foreign compa¬ 
nies have opened plants there, 
to take advantage of low 
wages, and duty-free exports to 
the US. 

The city, home to more than 
1 . 2 m people, three times that in 
1970, is now a big producer of 
car wiring systems. 

But the growth has had 
calamitous side-effects, both 
for Ciudad Juarez, and its sis¬ 
ter Texan city of El Paso. Some 
400.000 Juarez people live In 
neighbourhoods without suffi¬ 
cient housing, running water, 
sewerage facilities, pavements 
or electricity. 

An open canal carrying Juar¬ 
ez's daily 55m gallons of raw 
sewage runs alongside the Rio 
Grande for 17 miles, contami¬ 
nating shallow-water wells on 
both sides of the border and 
occasionally the river itself. 

El Paso has suffered from Its 
neighbour's explosive and 
unregulated growth. It is the 
fifth poorest city in the US, 


with rates of hepatitis, dysen¬ 
tery and tuberculosis five, four 
and two times the US average 
respectively. Cholera has been 
recently found in Juarez's 
water system, and could soon 
find its way to El Paso, warns 
Dr Lawrance Nickey, of the El 
Paso City-County Health Dis¬ 
trict 

Environmentalists, and 
unions keen to appose free 
trade on all grounds possible, 
fear that Nafta will exacerbate 
problems along the border, and 
do for the rest of Mexico what 
has been done for Ciudad 
Juarez. 

They are demanding that the 
text of the agreement incorpo¬ 
rates environmental safe¬ 
guards and that billions of dol¬ 
lars be spent on cleaning up 
the frontier. “Unless the gov¬ 
ernment marries free trade and 
the environment, we will be 
totally burnt We cannot cope 
with more growth," says Dr. 
Nickey, 

Their concerns are shared by 
many US congressmen. Mr Bill 
Richardson, Democratic con¬ 
gressman from New Mexico 
and a leading supporter of free 
trade, says: “What will decide 
the free trade agreement win 
not be the commercial side 
- the array of trilateral trade 
agreements currently being 
negotiated - but the environ¬ 
mental issue." 

The irony is that the free 
trade agreement could be 
decided by an issue that U pur¬ 
ports not to tackle. The agree¬ 


ment will incorporate some 
“green language" and may give 
US companies the right to seek 
redress against Mexican busi¬ 
nesses that obtain a competi¬ 
tive advantage by being able to 
pollute freely. Bat the US and 
Mexican administrations have 
for the most part inristed that 
Nafta stick to trade issues and 


three-quarters of the maquila¬ 
doras it visited last year. These 
and other wastes have helped 
turn the border into “a virtual 
cesspool and breeding ground 
for infectious diseases", accord¬ 
ing to the American Medical 
Association. 

The Mexican authorities 
have already started to crack 


Unions and the green lobby are demanding 
that the text of the Nafta pact incorporate 
safeguards and that billions of dollars be 
spent on cleaning up the US-Mexico border 


that the environment be 
addressed in parallel 
agreements. 

The governments have 
partly done this through an 
integrated environmental bor¬ 
der plan, launched with some 
fanfare In February. The plan 
commits the US and Mexico to 
spend about Jlbo (2500m) in 
three years to provide water 
treatment plants, better roads 
and solid waste rites along the 
border, and promotes coopera¬ 
tion by enforcing existing regu¬ 
lations. 

If successful, the plan would 
mark a considerable change. 
Mexico's Ecology Ministry 
turned a blind eye to the 2 , 000 , 
mainly US, bonded factories 
(maquiladoras) along the bor¬ 
der that dumped waste into 
rivers or nearby desert. The 
National Toxics Campaign 
Fund found toxic discharges at 


down an polluters and recently 
closed hundreds of maquila¬ 
doras for failing to comply 
with regulations. Mr Sergio 
Reyes Lujan, under-secretary 
of ecology in Mexico, dismisses 
fears that Mexico will become 
a haven for US polluting com-, 
panics under Nafta and says 
“there should be no doubt that 
any factory rejected by the US 
will not be accepted in Mexico. 
Low Mexican salaries are suffi¬ 
cient to attract US industries”. 

Along with tighter enforce¬ 
ment of existing rules, US and 
Mexican officials argue that 
Nafta will help the environ¬ 
ment In at least two more 
ways: it should make Mexico 
richer and thus more environ¬ 
mentally conscious, and 
remove the incentive for for : 
dgn firms to operate along the 
already saturated bor¬ 
der - where in practice free - 


. trade pertains •— and encour¬ 
age them, to move to the less 
crowded, interior. 

Environmentalists, such as 
Mr Dlck Kamp at toe Border 
Ecology Project in Arizona; 
counter that if Nafta as pro¬ 
posed by tim administrations 
of Mexico, the US and.Cahada 
is. rejected torn to environmen¬ 
tal objections, the agreement 
would soon be resubmitted but 
with much tighter environmen¬ 
tal safeguards written in. '- 

~A cofiection Of environmen¬ 
tal groups have drafted toefr 
own “green language” treaty, 
which would establish a com¬ 
mission on trade and the envi¬ 
ronment to ensure trilateral 
harmonisation and enforce¬ 
ment of environmental laws, 
and subject penalties, on com¬ 
panies Boat ta fled to comply. 

Many groups fear that with¬ 
out such provisions^Mexico's 
promise to tightemenforcement 
would soon be relaxed. Mexico 
does not have ah independent 
judiciary or congress and, as 
toe pressure group Fair Trade 
Campaign argues, there is. no 
effective way tb force environ¬ 
mental compliance through the 
courts.- 

The Mexican government, 
fearfiil that the US would use 
environmental concerns as 

another mechanism to protect 
US businesses from Mexican 
goods, has opposed strong 
“green language”, but, by 
doing so. may undercut , sup¬ 
port for the agreement in the 
US.cougress;. 


Japanese liquor tax inquiry 


By Robert Thomson hn Tokyo 

JAPAN’S National Tax 
Agency, concerned at a fell in 
liquor tax revenue, has asked 
the Fair Trade Commission 
(FTC) to investigate “unfair 
pricing** by beer and spirit dis¬ 
count houses, whose networks 
have expanded rapidly over 
the past two years. 

The tax agency's request is 
linked to an increase In low- 
priced imports outside toe sole 
agent system, and echoes com¬ 
plaints by domestic producers 
and foreign importers, whose 
profits have suffered because 
of the heavy discounting. 

Tax officials said tbe 
increasing flow of parallel 
imports and an Increase in 


domestic beer discounting had 
“disrupted" the market and 
hurt liquor tax revenues, 
which were more than 5 per 
cent lower than expected last 
fiscal year. 

But Japanese consumers 
have welcomed the discount¬ 
ing, as the prices of 
well-known foreign spirits 
have plunged by as much as 50 
per cent at shops with access 
to parallel Imports. 

Meanwhile, domestic beer 
can be bought for 20 to 30 per 
cent below recommended 
prices at a fast-expanding net¬ 
work of discount houses, 
which have challenged the 
complex distribution systems 
supported by Japanese 
brewers. "As consumers, we 


are happy with the discounts,” 
a tax agency official said, 
“but, as government represen¬ 
tatives, we have to be aware of 
the Impact that it Is haring on 
our society. 

"The important thing is to 
maintain fair competition." 

The FTC will fece the diffi¬ 
cult task of determining 
whether the discounters are 
guilty of predatory pricing or 
whether they are merely par¬ 
ticipants in a newly-competi¬ 
tive market 

The agency, which takes 
Y132 (56p) on a Y320 bottle of 
beer, indicated yesterday that 
it would prefer a return to the 
stability ensured by the old 
domestic beer cartel and the 
sole agent system for imports. 


Shell’s £lbn Indian 
venture to go ahead 


By DovM Housego 
to New Delhi 

SHELL, the Angle-Dutch oil 
group, and Arrind Mafatlal, 
the Indian chemicals and tex¬ 
tile group, have derided to go 
ahead with a Rs60bn (Elbn) 
petrochemical project that 
potentially marks, the largest 
foreign investment in India. 

The derision to embark on 
the design, and engineering 
phase of a more than threefold 
expansion of their National 
Organic Chemical Industries 
limited (Nodi) ethylene plant 
in west India comes after a 
detailed reappraisal of the ven¬ 
ture, This followed an almost 


doubling of costs on a project 
first proposed six years ago as 
a result of inflation and the 
devaluation of the rupee. • 

The government's liberalisa¬ 
tion policies had also added to 
uncertainties on future cash 
flow because of toe prospective 
drop in India’s, protective' 
tariffs. • • 

Nodi said yesterday that'the 
third reappraisal of the project- 
had shown it to be-“sufficiently; 
robust” for the partners to pro¬ 
ceed to an is-month design and 
engineering phase. . v" .■ 
.Construction would,begin 
after that - though Merit 
might earlier, place advance 
equipment orders. 


Sales of 
French 
luxury 
goods fall 

THE US recession caused 
serious problems last year for 
France’s luxury goods groups; 
The downturn in the US mar¬ 
ket was the chief cause for a 

1.5 per cent fall in exports, 
writes Alice Rawsthorn in 
Parts. 

- The latest figures from the 
'Coraite Colbert, which repre¬ 
sents 70 of France’s largest lux¬ 
ury goods companies, includ¬ 
ing Bollinger champagne, the 
Hotel, da Crfllon and Chanel 
perfume, show that their com¬ 
bined turnover fell by 1 per 
cent, to FFr29-36bn (£3bn) in 
199L This decline in sales fol¬ 
lows a decade of uninterrupted 
growth. The US recession, com¬ 
bined with toe weakness of the 
dollar, created difficulties last 
year.. 

The Comite Colbert members 
saw their US sales fell by S89m 
(£48m) In 1991. This was offset 
by an increase in sales to 
Japan, which now represents 
122 per cent of their turnover, 
and to the rest of Europe. 

As a result, toe.overall fell In 
exports was limited to S63m, or 

1.6 per cent. Sales in France 
itself, stiff the C-omite Colbert's 
biggest s i ng l e source of busi¬ 
ness, rose by 0£ per cent to 
FFr8.7bn. In real terms this 
represented u fall of 2.6 per 
cent .in toe French market. 

Air traffic growth 
less than forecast 

AIR TRAFFIC growth in May 
was less than expected, the 
International Air Transport 
Association said yesterday, 
writes Daniel Green. Passen¬ 
ger traffic On international 
scheduled services of feta’s 307 
airlines rose - 1 ? per cent in 
May, compared with May 1991, 
when traffic was depressed by 
the Gulf war. The improve* 
ment on 1990 was only 10 per 
cent,. 

Connection 

JpUy Green Giant 

Grand Mat’s Jolly Green Giant 
reduced employment by more 
than lJUO.to 115 workers in the 
period from 1983 to.toe present: 
not from 12,000 as reported In 
the Financial Times of June 26. 
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NEWS: THE FUTURE OF THE EUROPEAN FIGHTER 


Germany will continue development spending on EFA 


By Quentin Peel in Bonn 


DEVELOPMENT spending on 
the European fighter aircraft 
(EFA) In Germany will con¬ 
tinue regardless of the decision 
not to go ahead with produc¬ 
tion preparations next year, Mr 
Theo Waigel, finance minister, 
has confirmed. 

He presented a draft budget 
for 1993 yesterday which con¬ 
tains DM830m (£284m) for fur¬ 
ther development of the air¬ 
craft, although it specifically 
excludes DKlUm (£38ra) sup¬ 
posed to be set aside for tooling 
up for production. 

The apparent financial con¬ 
tradiction underlines the real 


difficulty for Germany if it is 
to pull out of the production 
programme hut maintain its 
commitment to six more years 
of development spending. 

The government is contrac¬ 
tually committed in the EFA 
development programme with 
Britain. Italy and Spain to 
spend up to DM3bn further 
until 1999, ol which the 
DM830m Is the next tranche. 
Any decision to quit that pro¬ 
gramme would almost cer¬ 
tainly invite compensation 
claims from the partner coun¬ 
tries, and ftom Deutsche Aero¬ 
space, the principal German 
contractor. 

On the other hand, calling a 


halt to the production pro¬ 
gramme will only save far 

smaller amounts of money in 
the near future, with the heavy 
spending required to take 
delivery of completed aircraft 
concentrated at the end of the 
decade and after the year 2000. 
Germany was planning to talce 
delivery of only 14 fighters 
before 2000. out of a probable 
reduced total of 140. 

The question now is whether 
Mr Volker RQhe. the defence 
minister, can persuade his 
British, Italian and Spanish 
counterparts to go along with 
the idea of a cheaper, lighter 
aircraft, and thus use the 
future development cash for 


that purpose; or whether he 
will seek to pull out of the 
development programme as 
well, in spite of the risk of hav¬ 
ing to "raifp substantial com-, 
pensation payments, In order 
to make more significant 
savings In the near future. 

Officials pointed out 
yesterday that in the current 
period of acute budget strin¬ 
gency in Germany, pulling out 
of the development programme 
would show immediate 
savings, whereas compensation 
payments would probably be 
made only after lengthy negoti¬ 
ations. 

After the decision of the par¬ 
liamentary parties on Tuesday 


not to start the EFA produc¬ 
tion programme. Mr RQhe said 
be would seek to reallocate 
“uncommitted development 
ftmds" to the effort to design a 
new slim-line aircraft. ffis min¬ 
istry was unable to explain 
yesterday what he meant by 
“uncommitted funds". 

The political compromise 
reached by the joint parliamen¬ 
tary group of the Christian 
Democratic Union (CDtJ) and 
Christian Social Union (CSU) 
was criticised yesterday by the 
Free Democrat Party (FDP). 
third partner in the coalition, 
for being deliberately unclear. 
In particular, it failed to 
include any specific statement 


that the JSger-90, as the EFA is 
known in Germany, will not be 
built ' - 

Inde ed , the CDO/CSU state¬ 
ment says at one point that the. 
price of the existing'aircraft 
“must be reduced", and at 
another that a new aircraft 
must be designed. The vague¬ 
ness was a deliberate effort to 
reconcile the opposing view¬ 
points in the group, ft remains 
in the essential decision not to 
go ahead with the production 
of the aircraft as currently 
designed, but to try to design a 
cheaper aircraft on the wmg 
development basis. 

In spite of the compromise, 
the decision was interpreted 


almos t unanimously by the 
German'media as the death of 
the- jager-80. lt was also widdy 
interpreted as a triumph for Mr 
ROhe. 

“The : Jtfger-90 ■ is 
dead.... ROtae's policy, is not 
unly. popular, but also quite 
correct," said Bild Zeitung, the 
-mass circulation daily newspa¬ 
per. The concept of the aircraft 
dated back, to 1972, and “since 
then much has changed", it 
said. “Young Ruhe is looking 
to the fixture, and has proved 
his dete rminatio n. Cheers!" 

Only , in' Munich, headquar¬ 
ters of the German defence and 
aerospace industry, was the 
opposite view: apparent "The 


Optimism belies serious concern The European 


Partners assess 


feasibility of 


three-way split 


By Paul Betts, 

Aerospace Correspondent 


BRITAIN, with a 33 per cent 
stake in EFA. remained confi¬ 
dent yesterday that the pro¬ 
gramme would go ahead even 
If Germany pulled out. 

British Aerospace (BAe) and 
General Electric Company 
(GEC). which is involved in the 
development of the radar and 
electronic warfare system for 
the aircraft, both said the proj¬ 
ect could continue as a three- 
rather than a four-nation pro¬ 
gramme. 

BAe also claimed that the 
aircraft could still be produced 
by the three partners ( Britain. 
Italy and Spain) at a s imilar 
unit cost to that applying to 
four partners. 

Although Initial British cal¬ 
culations suggested that Ger¬ 
man withdrawal might lift 
EFA’s price to the UK by 7 per 
cent - and by 12 per cent if 
Spain also decided to pull out 
- officials yesterday argued 
that additional costs could be 
reduced by reorganising the 
production plan and other 
measures. 

“Already major savings have 
been identified." Mr Malcolm 
Rifkind, the UK defence secre¬ 
tary, said yesterday. 

Costs could be saved by 
rationalising production and 
test sites. A German with¬ 
drawal could also save costs 
because German wages are 
higher than those in the three 
other partner countries. 

One proposal is the establish¬ 
ment of a single production 
line, probably at BAe's Warton 
plant in Lancashire. 

However, this is likely to 
Involve difficult negotiations 
between the partners anxious 
to safeguard their work-shar¬ 
ing interests in the project 

Mr Rifkind also said yester¬ 
day he had been in contact 
with the Italian and Spanish 
governments, which had indi¬ 
cated “the importance they 
attach to this project and their 
desire to see It go forward”. 

However, this initial optimis¬ 
tic assessment does not dis¬ 
guise the considerable uncer¬ 
tainty the German decision has 
created and the risk that it 
could provoke severe repercus¬ 
sions to the programme and its 
future viability. 

Even if the other partners 
stay in the programme, they 
will have to renegotiate the 
partnership In the event of 
German withdrawal. 

This process could be com¬ 
plex and take at least is 
months, thus delaying EFA's 
overall development timetable. 

If the project collapsed, BAe 
estimates that around 40,000 
jobs would be at risk in the UK 
aerospace industry alone. 
Many thousands more jobs 
would be indirectly affected in 
the UK. 

The EFA programme needs a 
production run of about 400 
aircraft to be viable. 

When the Four nations 
signed the original memoran¬ 
dum of understanding in 1988. 
they planned to buy a total of 


An Italian Defence Ministry 
spokesman has said that offi¬ 
cials were aware of the chang¬ 
ing German position on the 
future of the Enroflghter, Rob¬ 
ert Graham writes from Rome. 
But he added that so immedi¬ 
ate reaction was likely from 
the newly-installed govern¬ 
ment until it had passed a vote 
of confidence, which will prob¬ 
ably be held on Saturday. 

Italy formally supports the 
original project in which it has 
a 21 per cent stake, both 
because the air force needs 
such a new aircraft and 
because of the industrial spin¬ 
offs. Both the Defence Mini* , 
try spokesman and Alenia, the 
stale-run aerospace company, 
responsible for the Italian end 
of the project, said any deci¬ 
sion would have to be a politi¬ 
cal one. 


765 aircraft; 250 each for 
Britain and Germany, 165 for 
Italy and 100 for Spain. 

Italy is now considering buy¬ 
ing only 190 aircraft and Spain 
87. while the UK could reduce 
its original requirement to 
around 200 fighters. This 
would still just make the nec¬ 
essary 400 aircraft break-even 
mark. 

However, these figures could 
be revised again before the 
governments have to commit 
orders for the aircraft next 
year. 

This is likely to entail addi¬ 
tional adjustments to work- 
share arrangements as partner 
countries change the level of 
their proposed orders for the 
new fighter. 

German withdrawal would 
also have repercussions for 
broad industrial collaboration 
in Europe. 

“Withdrawal would be a 
backward step both substan¬ 
tively and symbolically," Mr 
Rifkind said yesterday. “You 
cannot on the one hand make 
great rhetorical flourishes in 
favour of European coopera¬ 
tion if you are simultaneously 
withdrawing unilaterally from 
the most important example of 
European defence collabora¬ 
tion." 

Mr Rifkind will ask Mr 
Volker Ruhe. the German 
defence minister, to clarify his 
country's position on EFA 
when he visits London on Mon¬ 
day. 

There is still some hope that 
Germany may in the end 
review its position and stay in 
the programme, even though 
this would clearly require mod¬ 
ifications to the original four- 
nation project 

The feeling yesterday was 
this could result in a compro¬ 
mise, with Germany ultimately 
opting for the EFA airframe 
but “de-scoping" the aircraft 
by adapting it with its own avi¬ 
onic and weapons systems to 
reduce costs. 

Senior Royal Air Force offi¬ 
cials said yesterday Germany 
could decide to select a “less 
capable" version of the aircraft 
if it changed its operational 
requirements for the fighter. 



Casa says 


alternative 
fighter not 
acceptable 


By Tom Bums In .Madrid 


ITALY • 

5. • Ri per- cent woritohere - 

• Total comrrttrnont L30Q0bri . 

(£1-356brT) r of which Lire 2,400bn fias 
been spent. " . 

• 15(000 workers, including sub¬ 
contractors. Moat are concentrated 
in and around Turin. 

• Main companies involved are • 
Alenia Theprindpai subcontractors 
are RaiAvtezfooe (the ttafianpartoer 
in Eurojet) for engine design arid 
development and AermaechL 

• Responsibilities include whig ... 
sssembBes and parts of the rear . 
fuselage made from carbon fibre .. 
composites and fttanhan. ■ 


L • Deutsche Aerospace (Daga) »the- 
prindpa! ccntrec^jr. 

Turtanen Ur^ the-German’ 

member ofthe. Eurojel Conswtium}- : ;. 

- #Respoital^l^lndudik^ : - 
. nddsectfaRdfthecait)onf^M9 ;.: ' 
composite fuselage and tfrwtadk ^ ;'■* 
• assembly, ireitia from carbonffora ^ 

. composites, stat reinforced ’,«i- • 
ptesticsaf^altmdnrurnAH^uin ^ W;; 


Deutsche Aerospace expresses relief at Ruhe proposal 


By Quentin Peel 


THE German aerospace industry 
showed itself positively relieved yes¬ 
terday that the government had not 
derided to abandon the EFA project 
altogether, but rather to try to negoti¬ 
ate a slim-line derivative. 

Mr Jurgen Schrempp, the chief 
executive of Deutsche Aerospace, the 
Daimler-Benz subsidiary which has a 
33 per cent stake in the project, wel¬ 
comed the explicit statement by the 
ruling political parties that Germany 
needs a new fighter aircraft by the 
year 2000, and that it should be 
built on the basis of European 
co-operation. 


“We are happy that these positions, 
which Deutsche Aerospace has repeat¬ 
edly emphasised, have been con¬ 
firmed," he said. 

“With the decision to press ahead 
with cooperation on the basis of the 
four existing partners in the EFA con¬ 
sortium, and possibly to extend it, the 
ruling parties have given a clear vote 
for the maintenance of the technologi¬ 
cal and competitive capacity of this 
industry." 

Mr EdzarxL Reuter, the chief execu¬ 
tive of Daimler-Benz, also declared 
himself “relieved and reassured" by 
the decision. 

Yet the industry is clear that all 
now depends on the negotiations with 


the partner states, and the cha n ces of 
success in agreeing on a slim-line 
fighter based on the EFA are rela¬ 
tively small 

The German aerospace industry fed¬ 
eration, BDLL has calculated that 
lftOOO jobs hang directly on the future 
of the EFA. and the same number 
indirectly. • ' . 

The project also depends on a huge 
network of some 500 suppliers 
amongst small and medium-sized Ger¬ 
man companies. 

Their turnover adds up to some 
DMlObh (£3.4bn) and their total 
employment to some 30,000, & third of 
them Hkely to depend on the EFA 
programme. 


The BDU has also calculated that 
in net toms, after allowing for dll the 
taxes repaid to Bonn from income and 
coirporatertumover generated by EFA, 
the prqfecfc would cost : significantly 
less, to the German economy than any 
imported alternative, even far cheaper 
aiztaaft sudrad the MiG-29 or the 
Swedish Grtpen. • 

- Mr Theo Waigel, the finance minis¬ 
ter, said yesterday that the CDU/CSU 
parliamentary group - andIn partic¬ 
ular Chancellor Helmut Kohl •- was 
clearly opposed to any “Imported" 
fighter aircraft to replace-the EFA. 

However, -the great unknown now 
remains whether Germany, can per* 
suads its partners to cut back the 


EFA project to accommodate, the Ger¬ 
man concerns, and save the DM5d35bn 
in , devel opment 'cash -which it has 
•c omm i t ted to the project all the way 
to 1999. 

. Deutsche Aerospace concluded-yes¬ 
terday that ft now expected Mr Volker 
RO he . the defence minis ter, to reach 
an agreement with, the governments 
of the EFA partner countries, and 
then to report back “a precise defini¬ 
tion of the specifications and the con¬ 
struction of the altered fj gMw air¬ 
craft, and how it should develop Cram 
European cooperation. 

“Then the company can investigate 
the industrial requirements n eed ed to 
realise the project," it said drily. 


Lighter and cheaper mean easier to shoot down, says UK 


By Paul Betts 


“THE EFA Is dead; let's make 
a tighter aircraft.” That, in a 
nutshell, is how a British 
defence official yesterday 
interpreted Germany's 
rejection of the £20bn 
four-nation programme. 

Bat, echoing the position of 
both the government In 
London and British Aerospace, 
he quickly pronounced as 
unworkable the proposal by 
Mr Volker Ruhe, the German 
defence minister, to build a 
cheaper and lighter version of 
the aircraft. Britain, the other 
leading partner with Germany 
In the European fighter 
project considers the Ruhe 
plan flawed on both military 
and industrial grounds. 


Although the UK, together 
with Spain and Italy - the 
junior partners In the 
programme - are prepared to 
dismiss the German proposal, 
they are expected to by to use 
the talks to persuade Germany 
to reconsider. 

While the three other 
partners accept that there Is 
no longer a threat from the 
combined forces of the former 
Warsaw Pact countries, they 
Insist that the Atlantic 
alliance now faces a 
multi-faceted and less 
foreseeable security risk. 

One of the biggest risks, 
they argue, is the Increasing 
number of sophisticated 
weapons falling under the 
control of smaller and 
potentially unstable nations 


and the deployment of highly 
capable Russian fighters such 
as the MIG29 or the Su27 in a 
growing number of countries. 

“Russia has already 
exported many of Its very 
sophisticated aircraft to a 
significant number of 
countries, including Third 
World countries like Iraq, Iran 
and North Korea.” Mr 
Malcolm Rifldnd, the UK 
defence secretary, said 
yesterday. 

Any alternative to the EFA 
would still have to provide the 
four air forces of the partner 
countries with a modern 
combat aircraft capable of 
winning any engagement 
against the equivalent of a 
M1G29 or Su27. Stick a fighter 
would be required to engage 


multiple targets, be extremely 
agile in both subsonic and 
supersonic flight, and have 
very high rates of clhnh and 
acceleration. 

A smaller version would 
Inevitably have a lower 
capability, carrying lea fuel 
ami fewer weapons. 

UK defence officials believe 
such an aircraft would be 
likely to be defeated in combat 
and therefore not worth 
investing in. 

It would be feasible 
t e c hnica lly to incorporate EFA 
technology into a smaller 
aircraft 

However, preliminary 
studies suggest that the 
current development effort in 
EFA, whose cost Is now 
nearing £Sbu, would not be 


directly applicable to any new 
fighter aircraft programme 
and would largely have been 
wasted. 

The proposal would mean; 

• The seven EFA prototypes 
now at final assembly would., 
have to be scrapped; - 

• New prototypes would have 
to be built and the partners 
would have to start a new 
design bum scratch; 

• The EJ200 engine being 
developed by Rolls-Royce, 
MTU ri Germany, Fiat and ITP 
of Spain would have to be 
redeveloped; . 

• Radar, electronic warfare 
and flight control systems 
being tailor-made for the 
fighter would also have to be 
scrapped or redesigned. 

Any plans for a new aircraft. 


would seriously delay the 1 
current development 
programme started In 1988 

and Scheduled to 'be completed 
In 1999. . 

New feasibility studies,, 
project definition aind other 
negotiations : between the 
partners amid take between 
five and eight years, delaying 
the replacement of- ageing 
aircraft in fhejfdur alr forces. - 

Germany has suggested that 
its smajtier EFA2000 project 
could tovolv&'otfcer countries. 
Including possibly France and 
Sweden. TMs would imply that - 
both those countries would be 
prepared to scrap their own 
princip al military aerospace 
projects: the Rafale fighter in 
France and the Griped JAS-39 
light multi-role aircraft in 


Sweden. 

There has been i» evidence 
so far that either nation would 

he prepared to do anything of 
. the Va&. ■' “ 

' France qtgihally pulled out 
of European collaboration on a- 
new fighter 1*4985 because it 
wanted an aircraft optimised 
■tor -naval- arid 1 ground attack 
roles ratberthan the EFA’s 
primary airitewtedefence role. 
.. RafaleV fu&ft production 
costs. ' .which have been 
formally quoted V the French 
gov ern me n t to "Germany, are 
understood to'$e higher than 
for the EFA. . . 

German and British studies 
also rate the French aircraft 
below the^Europekn fighter hr 
air .defence i operational 
capability.: . . ’ - .. - 



~ Rfiber proposed alternative 




r ~ 


L '■* 


coalition think s it has found 
the magic solution,. the ‘Euro 
fighter- 2000 ’, a sort of cheap 

version bashed together from 
the parts of the JHger-90." the 
Munich Merkur declared, “It 
sounds Impressive, If the devel¬ 
opment partners are prepared 
to play, it will save European 
cooperation, it will mean that 
countless hours of develop¬ 
ment work will not be for the 
birds, and tens of thousands of 
jobs will be saved." In reality, 
the newspaper said, it must be 
doubted that any alternative 
solution would be any cheaper, 
and the only thing Mr Ruhe 
would, have won would be a 
little more time. 


CASA, Spain’s state-owned 
aerospace company and the 
junior partner in the EFA 
project, reacted angrily to 
Germany’s decision to pull 
out from- the four-nation 
programme, saying any 
alternative fighter would 
not meet the requirements 
a of the Spanish air force. 

A smaller aircraft, as pro¬ 
posed by Germany, would 
incur additional develop¬ 
ment costs and would intro¬ 
duce estimated delays of 
r, between five and eight 
years, Casa said. 

. It added that the conse¬ 
quences of such delays 
-would be serious for the air 
force and crippling for 
domestic industries. 

Casa has a. 13 per cent 
participation in the' EFA 
project, while the Spanish 
air force is due to acquire 
87 Eurqfighter units. 

Casa said in a statement 
that it was “firmly con¬ 
vinced” that the three 
remaining partners In the 
project - British Aero- 
ace and Ray's Alenia as 
til as Casa - could take 
,^bn EFA together and “keep 
^within the budget levels 
identified for the. four-na¬ 
tion programme’’. 

The acute disappointment 
expressed by Casa over the 
German position aud the 
company's bullish intention 
to push ahead without the 
Germans reflect the enor¬ 
mous investment already 
made by Spain in the proj¬ 
ect and the hopes placed in 
the programme by domestic 
industry!. 

Casa • said Spain had 
already invested Pta70bn 
(£380m) out of a total 
Ptal25bn. in the develop¬ 
ment phase of the Eurofigh¬ 
ter and. the production 
of the aircraft could 
earn • PtaSlbn a year 
over 16 years for Spanish 
industry.". 

A total of 18 Spanish com¬ 
panies have been involved 
in the EFA’s development 
.phase, : employing some 
-2,000 .highly specialised 
engineers. 

The , production of the 
EuroHghter would generate 
a total of 22,000. domestic 
jobs and : 50m working 
hours for the domestic 
aerospace industry. 


«0\ 

la* 1 ' 

K 

t- 

x’ 


f* 




A. 




JJ-J. 


^ 1 




:>- iV 

*» i - 


t-? 1 - 




&■ 








\V?. % 




















7 


FINANCIAL THV|ES;TKURSDAY. JIJLX. 21&2 


M 


I ALA 




to ease risk led to disaster 


NEWS: UK 


A group of mor4j # : 1^4,000 Lloyd’s names heard yesterday 
that they would: s^ifc have to pay a further £307m to meet 
losSjes ; -froih''".d)l£^^im^' helped.insure in the late 1980s. 
Richard Lapper tefioke story of Gooda Walker and describes 
the LMX spiral^ wiiich: produced the immense losses 


IN THE 1980s, companies and 
syndicates in -the London 
insurance market developed a 
highly profitable business 
based on' the sale of reinsur¬ 
ance policies to each other. 

The business was built on 
two simple -concepts: large 
catastrophes such as huxrl- : 
canes are very expensive when' 
they occur, but they happen- 
very infrequently. 

But the insurance profession¬ 
als who developed - 'what 
became Tciiown as "the. spiral”. 
also recognised that because 
the resources- that would be 
needed in the event of a catas¬ 
trophe were huge the Piper. 
Alpha oil rig disaster in July 
1988 cost $l.4hn (£737m) - a 
way had to be found to spread 
the risk as widely'®'possible. ■ 

What was originally con¬ 
ceived as a means of spreading • 
risk rebounded badly. - •; 

Instead of diversifying the 
losses, Urn spiral'served to' con¬ 
centrate the damage in a rela¬ 
tively small comer of the Lon¬ 
don Insurance market:. Names 
- the individuals whose 
wealth backs the 7 market- - 
face huge losses as a result V 

At Lloyd's, the market lead¬ 
ers, the biggest of those syndi¬ 
cates, have been devastated by 
some of the biggest losses ever 
recorded at the insurance mar¬ 
ket - nearly half the £2.06bn 
loss reported by the market in 
1989. • 

The spiral was a high-risk, 
high-reward business. It.. 


:■ *>.iLi•. . 

was; alao jwtentiaily lethaL 
TO the. spiral. 

Names meteded. to be *jrjcher 
than God", saldlir'Jmi Payne, 
a Jeadtog trihaurance broker. 

1 Thousands' of; Names whose: 
total wealth amounted to little 
mdre-ffiSh « auburban- bouse 
were" sucked Into, these hlgh- 
'roBf^symfiiri^s. \ ■ 

There : was a-foasslve inflow 
_ jof Naiues to. fee market after 
1385; dravm'iaio/Lloydk. by the 


^Tiefoyercaphcity Increased. 

mitnn'raM. . 

, A namber' df underwriters 
became- ebmplacent." ■ •“They- 
wrote business as if the big one 
was -was never going to hap- 
pen", one'agent' says. . 

-. The spiral worked like .tins: 
aniiriuranoewrapanyinsures 
a large jjumbe- 'of‘houses in 
the UK. and wishes to protect 
itself Against the risk of 
storms, ;such as the ones' - in 
-October ^1987 that laid waste 
swathes of the south-tast of _ 


r" ;-Tfie \- 

■ insuresjall loses up to £lQQm. 

. Brokers operating on its behalf 1 
devise - a reinsurance pro¬ 
gramme that might reinsure 
all. lossese»xediiig-£L 0 QnLA .' 
ThatwouMbe-beonly one ctf 

marry similar mqrapm>ft rain. 

sored on the Ixjndom. market. A 
way bad to be found to spread 
the risk mtii&'eventof a num¬ 
ber of disasters bappooing 
during ihe - same' period. 


Companies and syndicates 
would divide risks into layers. 

- One typical programme 

- might insure all losses from 
ElOOm up to, say, £150m. " 

That slice of risk would, in 
turn, be divided Into layers of 
; say 22 m inch. Each of those 
layers would in turn be divided 
up arid offered for reinsurance 
to syndicates and companies. 

The net result would be that 
the premiumspaid to insure, 
that origihal £l50m would 
mvo ^^^rer al hundred sepa- 

But -the Spiral did hot stop 
there.;-;in fart, it had only 
really begun. Reinsurers would 
now aeek to offset some of the 
risk they had assumed. 

: This ls called a retrocession 
market r- the : reinsurance of 
remsurance. / 

Thefrelnsurer who might 
already have participated in, 
aay.tdozen reinsurance trans- 
artfons, 7 would 7 seek to buy 
cover in order to offset his. own 
; overall exposure to catastrophe 
loss. 

• Those .--retrocession pro¬ 
grammes .would again be lay¬ 
ered and so on. 

The retrocession markets 
became known as London Mar¬ 
ket Excess or (LMX). . 

. -The net result Was to create 

- a chain or spiral of reinsurance 
arrangements:In the market, 
with many syndicates: and 
compamesaopping up at dif¬ 
fident points in the chain - 
sometimes . as reinsurers 


assuming risk, sometimes as 
reinsurers ceding risk to 
, another reinsurer. 

That high risk and frag¬ 
mented market helped to 
improve cashflow because of 
the time taken to collect hun¬ 
dreds of small reinsurance 
claims. 

Reinsurers at the top of the 
spiral were paying claims from 
a loss at the Avondale shipyard 
lh the US nearly 12 years after 
the blaze led to losses of more 
than 9100m, even though the 
owner of the shipyard and the 
Vessels were paid soon after 
the event. 

Confidence among spiral 
reinsurers was fuelled by the 
infrequency of large claims 
between 1970 and 1987. Catas¬ 
trophe reinsurers produced 
good profits, and many new 
Names were attracted to these 
syndicates. 

Warnings from professionals 
that this was a high-risk mar¬ 
ket were ignored. In some 
cases, Names were encouraged 
' by a number of agents anxious 
to Increase their own income 
- Itself based on fees and 
profit commissions charged to 
Names. 

As capital flooded into the 
market, competition for busi¬ 
ness increased, depressing pre¬ 
mium rates- In this soft mar¬ 
ket, - arbitrage - the 
exploitation of price imperfec¬ 
tions - became rife. Under¬ 
writers could reinsure a set of 
liabilities for one price then 


reinsure the same liabilities tor 
less, pocketing the difference. 
"Making a turn was the easiest 
way to make money,” says one 
successful spiral underwriter. 

Spiral business was 
extremely attractive business 
for brokers, who earned 10 per 
cent commission on any deal 
But the market was blown 
apart by several catastrophes 
in the late 1980s. 

As the market became more 
efficient in processing claims, 
the spiral speeded up and 
underwriters were called upon 
to pay claims faster. 

Underwriters who did not 
have to pay ont for five years 
after hurricane Alicia in 1983 
were faced with huge claims 
for hurricane Hugo in Septem¬ 
ber 1989 barely a year after the 
event 

The disasters exposed a big 
structural weakness at Lloyd's. 
Syndicates - annual joint ven¬ 
tures of Names - exist only 
fora year, so they cannot build 
up reserves to cover losses 
from future years. In good 
years when there are few 
catastrophes, reinsurance com¬ 
panies can build up reserves to 
cover themselves against bad 
years - as in the period 
between 1988 and 1990. 

By contrast, Lloyd's syndi¬ 
cates are obliged to distribute 
profits earned in the good 
years, leaving Names with the 
responsibility of building up 
their own reserves. Few appear 
to have done so. 
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_ HOW THE SPIRAL WORKS _ 

1 A large direct insurer issues 2m homeowner policies, averaging £50,000 - total 
exposure £100bn. it receives a total premium of £250m. 

2. The insurer buys excess loss reinsurance covering a total exposure of £225m. This 
is spread among five reinsurers, each of which receives £5.4m in premium. A 
broker places the business with each reinsurer and earns a commission of 10 per 
cent. 

3. Those reinsurers buy excess loss reinsurance - or retroinsurance - covering a 
total exposure of £175m. They pay premiums of £486,000 to 25 separate reinsurers. 
Again a broker makes 10 per cent on each deal. 

4. These reinsurers buy their own excess loss reinsurance - or reinsurance of 
retrocession - to cover £137.5m in exposure. This is spread among among another 
125 reinsurers, each of which receives £43,740 in premium and takes on exposure of 
£1.1m. Yet again a broker makes 10% on each deal. 

WHAT HAPPENS WHEN A CLAIM OF ClOOm OCCURS 



Gross 

claims 

Recovered 

from 

reinsurance 

Net 

claims 

Premium 

retained 

Net claims 
as % of 
premiums 

Primary insurer 

£100m 

£75m 

£25m 

£220m 

11% 

Reinsurer 

Retrocession 

£15m 

£5m 

£10m 

£2.7m 

370% 

insurer 

Retrocession 

Elm 

0 

Elm 

£243.000 

412% 

reinsurer 

0 

0 

0 

£43,740 

0 

WHAT HAPPENS WHEN A CLAIM OP £200m OCCURS 

Primary insurer 

£200m 

£175m 

£25m 

£220m 

11% 

Reinsurer 

Retrocession 

£35m 

£25m 

£10m 

£2.7m 

370% 

insurer 

Retrocession 

£5m 

£3.5m 

£1.5m 

£243,000 

617% 

reinsurer 

£700.000 

0 

£700,000 

£43,740 

1600% 


Tha alu U loss Inaaasm but the frequency al km decreases aa you go though the spiral; >lw same reinsurers and brokers con psrtlcipaio at 
outwent levels <U me marker. Source Sedgwick 


A spectacular story of boom and bust 


THE HISTORY of' Goods 
Walker, the Lloyd’s. agency 
that lias been moist heavily hit 
by losses from spiral reinsur¬ 
ance, fa one of the most spec¬ 
tacular boom-and-bost stories 
ever- seen- at-the Insurance 
market. 

Gooda Walker’s seven 
Lloyd’s syndicates produced 
losses of £49lm in the 1989 
year. The 4,000-plus Names 
who backed the syndicates 
learned yesterday , that they 
must pay a further-£807m by' 
the end of July to help meet 
those losses and losses from 
earlier years. Names have 
already been asked to pay 
£365m since April last year. 

According to Mr Ralph 
Sharp, chairman of GW Run 
Off; which is now handling the 
syndicate’s affairs,-therun-off 

- the process whereby ftrture 
insurance liabilities are settled 

- will be the longest and most 
complex in the history of the 
Lloyd's market . 

Yet in the mid-to-late l980s 
Gooda Walker appeared to he 


. Ik"... r - -y. ' 
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one* of-Athe vmost successful 


. The ageneyfc biggest jynifi? 

. . cates^ underwritten : by Mr 
Derek WaDcer, co-owrier of the 
Agency, .were the “engine 
underwrite 
"• ihg hundreds tit separate rein¬ 
surance contracts. . . 

The grotto's fortunes centre 
on the relationship between Mr 
Walks, a Londoner; and Mr 
Tony Gooda, son of the founder 
of the Gooda.']Partners 
agffl^, wWch bes at the core 
of the business. 

Mr Walker, now in his early 
90s, joined Godda strei^it from 
schod in the 1940s, but from 
. the 1960s gradually took a 
more promfrient role in the 
underwriting ride ot the busi¬ 
ness, while Mr Gooda built up 
the Coup's members' agency, 

■ handling the affairs of Names 
- the Individuals whose assets 

provide the market’s capital 


to the 7970s- Mr ^ Walker won 
a reputation aT Lloyd's as a 
spiral underwriter, provMing 


/aviation: reinsurance to other 
London market companies ahd 
Lloyd's syndicates. 

Mr Walker’s relationship 
with Gooda strengthened with 
the business setting up new 
• syndicates in 1974, 1976 and 
1979. Xq 1981 the relationship 
survived its toughest test, 
when Mr Walker was acquitted 
at file Old Bailey after bring 
accused of participation in a 
. series of bogus reinsurance 
transactions. 

: Mr ' Walker, who was 
awarded costs, was stung by 
the episode. After briefly sus¬ 
pending bimimif from the mar¬ 
ket, he re-entered in the early 
.1990s, determined to engineer a 
rapid expansion of the busi¬ 
ness. 

Mr Gooda recruited Names 
and often channelled them into 

- the - group’s own-syndicates, 

- .while Mr Walker built up his 
.share ot the lucrative spiral 
.reinsurance market For a time 
' It was a highly successful exer¬ 
cise. 

The .capital base of the 


group's seven syndicates rose 
from £47.9m in 1983 to £270.4m 
in 1988. The number of Names 
on Mr Walker's own syndicate 
- number 290 - more than 
trebled from 713 in 1983 to 3,163 
in 1989,-attracted -by its knpres-. 
aive record of profitability. 

In 1988 the syndicate ranked 
seventh out of 102 non-marine 
syndicates, and between 1981 
and 1986 ranked among the top 
25 per cent of performers in 
five out of six years. 

Other syndicates in the sta¬ 
ble fared less impressively. 
Even so, there were enough 
encouraging signs to lead the 
group to believe Mr Walker's 
knack might eventually pass 
on to other syndicates in the 
group. 

The lifestyles of Gooda Walk¬ 
er’s leading executives flour¬ 
ished with the group’s expan¬ 
sion. “They lived the good 
hie,” says a former manager. 
"They entertained royally. 
There were cars tor senior peo¬ 
ple and senior people’s wives." 
Mr Walker maintain ed a fleet 


of expensive cars and ran an 
aircraft, although he remained 
stubbornly distant from the 
socialising. “Derek was not 
prepared to compromise,” says 
a former colleague. “He came 
in his Marks and Spencers' 
suits, plain white shirt and 
Tuff shoes. People from outside 
the old-school-tie ethos took a 
lot of care about the way they 
dressed in order to win accep¬ 
tance, but Derek dismissed all 
that* 

The group's rapid expansion 
in the spiral LMX market left 
it extremely vulnerable. Busi¬ 
ness had been won by very 
aggressive pricing while the 
group boosted profits by buy¬ 
ing limited amounts of reinsur¬ 
ance cover, running very large 
potential exposures in relation 
to the amount of premium 
accepted. 

Gooda Walker’s troubles 
were aggravated by the inexpe¬ 
rience of some of the newer 
underwriters. 

The succession of catastro¬ 
phes beginning with Piper 


Alpha in July 1988 and ending 
with the European storms of 
January 1990 bad a devastating 
effect 

Even after hurricane Hugo in 
September 19JS - the biggest 
loss ever to affect the Lloyd's 
market - Gooda syndicates 
were aggressively competing 
for LMX business and seemed 
unaware of their potential 
losses. 

The storms of January and 
February 1990 were the coup de 
grace. However, even then, 
awareness of the extent of the 
debacle was slow to dawn. 

In a sad but ironic final 
flourish, Gooda Walker's exec¬ 
utives decided they needed 
more office space and con¬ 
tracted to lease a large prop¬ 
erty. 

They were the last people to 
pay a premium before the prop¬ 
erty market crashed, ending up 
paying £600,000 a month for 
three times as much space as 
they needed. 

to October last year Gooda 
Walker ceased trading. 


Walker reports 
cause anger 
and surprise 


Suggestions of fraud and malpractice dismissed 


By Andrew jack 

LLOYD’S of London has been cleared 
of any suggestion of fraud or mal¬ 
practice by the committee of Inquiry 
set up under the chairmanship of Sir 
David Walker. 

But in the report, submitted to the 
insurance market’s governing council 
yesterday, morning, Sir David criti¬ 
cises the standards of some market 
professionals. He says the care and 
diligence of a. number, iff members’ 
agents, manag in g agents and active 
underwriters fell "materially below 
best practice". 


He-calls for new regulations to 
ensure fairness in the allocation 
between syndicates of Names. 

He also caQs for a system of peer 
review,' meaning tint; those in the 
niarice^-fMnstently. monitor one 
another’s' standards of practice to 
raise quality- - ' 

Sir David 1 emphasises that the 
existing weaknesses in the market 
are not significantly caused by the 
regulations under which Lloyd's fa 
governed. . 

The Walker committee was estab¬ 
lished in February to examine allega¬ 
tions that so-called external Names 


were disproportionately placed on 
syndicates that lost most . 

.The report says that the “cata- 
, strophlc fosses" sustained in the 1988 
and 1989 underwriting years can be 
wholly explained in terms of commer¬ 
cial factors and judgments.' 

It says the losses sustained on 
so-called LMX - London market 
excess - business were not confined 
to Lloyd's syndicates but were also 
experienced by a number of corporate 
reinsurers. 

The report says: “We do not find 
the devdopmimts of the LMX spiral 
to have been improper or to have 


been distorted by conspiracy or mis¬ 
feasance." It adds that confidence in 
the market can be rebuilt, and recom¬ 
mends reforms that could be under¬ 
taken within the existing framework 
of self-regulation. 

It calls for action to restore the 
capital base and to create the condi¬ 
tions under which corporate capital 
could be introduced, as the Lloyd’s 
task force suggested earlier this year. 

However, it says: “We believe that 
there fa need to underpin the duties 
of members' agents under the law of 
agency and existing Lloyd’s bye-laws 
with further and specific conduct of 


business regulations designed to 
ensure fairness in syndicate alloca¬ 
tion and to promote standards of 
advice and protection for Names com¬ 
parable with those for private inves¬ 
tors under the Financial Services 
Act" 

Lloyd’s said yesterday: “The coun¬ 
cil has considered [Sir David’s] report 
and welcomed It. Several of Its 
recommendations - including the 
call for peer review - accord with its 
own current thinking. There fa obvi¬ 
ously much to be learned from his 
committee and we will apply these 
lessons vigorously.” 


By Be than Hutton, Andrew 
Jack and David Owen 

LLOYD’S Names and other 
observers of the insurance 
market reacted with surprise 
and anger yesterday to reports 
that the committee of inquiry 
set up by Sir David Walker 
appeared to have dismissed 
allegations of fraud. 

Newspaper reports of the 
inquiry fiudings - which were 
considered by the market's rul¬ 
ing council yesterday but were 
not made public - indicated 
Lloyd's was cleared of fraud 
and malpractice. But the report 
criticised the standards of 
some professionals and tbe 
process by which some Names 
were allocated to syndicates. 

Mr Peter Hain, Labour MP 
for Neath, renewed his call for 
the government to launch an 
official inquiry into Lloyd's 
and described the Walker 
report as “a whitewash". 

Mr Clive Francis, chairman 
of the Syndicate 33-1 Names 
association, said: “It would 
appear that Sir David Walker 
has confirmed the worst fears 
of all the Names out in the 
sticks that there has been 
materially sharp practice at 
Lloyd's." 

Mr Claude Gurney, an out¬ 
side Name who has helped to 
organise an extraordinary gen¬ 
eral meeting criticising the 
council, said: “If there is negli¬ 
gence and malpractice, either 
the council has covered it up, 
which is very serious, or they 
were not aware of it, which 


is even more serious.’’ 

Mr Andrew Grossman, the 
outgoing chairman of the Dis¬ 
tressed Names Association, 
said he believed the “ultimate 
judgment" would be made in 
one of the actions in US courts. 

Mr Grossman said he was 
not completely surprised by 
the conclusions of the report. 
“I am disappointed because I 
think it means that there is no 
immediate official remedy. It is 
a reflection of the inadequacies 
of investor protection as 
applied to Names, and many of 
these names were clearly in 
need of protection." 

He said: "Basically Lloyd's is 
exempt through an accident of 
history'." 

Mr Tom Benyon. chairman 
of the Society of Names, said: 
"I understand that David 
Walker has strongly criticised 
agents on grounds of negli¬ 
gence. In that case obviously 
one applauds that. He says 
there were no grounds for 
fraud in the spiral, but I should 
like to see Sir Patrick Nell’s 
comments on that." 

Sir Patrick's report on 
whether there was fraud in the 
spiral is due in August. Mr 
Benyon said the report's com¬ 
ment that there was nothing 
improper in the development 
of the LMX spiral was “an 
astonishing statement". 

He said: “You have got thou¬ 
sands of people herded on to 
these disastrous syndicates by 
negligent agents who are the 
responsibility of Lloyd's. Of 
course it was preventable." 


Bidder pulls out 

of Channel 5 race 




By Raymond Shoddy 

TH& Entertainment Channel-' 
yesterday formally decided not 
tobid ■ for the ■ Channel 5 
fioancri 

The company formed by Mr 
David Frost, the television pre- 
isHiter, and. Mr Jeremy Fox, the 
independent producer, said on 
Tuesday, it would continue to 
eipldre ways of making a Wd 
for the new channel. The com¬ 
pany had suffered when two 
pot e n tial shar eholder s, TV-am 
and Mr Conrad Black, chair¬ 
man of the Daily Telegraph, 
derided not to go ahead. 

’ Yesterday .Mr Fox, who 
would have been chief execu¬ 
tive of the channel if. the com¬ 
pany, had. won tb e licence, 
'deetdedagatost making abitL 

-The main "reason for the deci¬ 
sion* was the grotring realisa¬ 
tion that' the sort of pro- 
grammes they could afford to 
produce would not be'- good 
enough to persuade, enough 


people to buy'the new aerial 
that will probably be needed in 

- most parts of tbe 1 country to 
receive a dear picture. 

- The decision means U is now 

increasingly likely that only 
one significant bid. will be 
.received by .the.Independent 
Television Commission when 
hids dose on. Tuesday, and that 
it will be the mmlmnm of 
£ 1,000 a yeat- 

Tbe bid, now being led in 
effect by Mr Richard Dunn, 
chief executive of Thames Tele¬ 
vision, will be . in the name of 
Channel 5 HaMings. This new 
.company- takes in both the 

investors and the concept asso¬ 
ciated with Five TV. 

That is based on a core of 
programmes transmitted 
nationally hut supplemented 
by local programmes opting 
out of the national output. 

• The shareholders include 
Sony Pictures and CanWest a 
. Canadian-based interna tion a l 
broadcaster. . . . . 
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Whitehall seeks 
to protect teas 




New music: Hammersmith Odeon, one of 
Loudon’s most famous popular music ven¬ 
ues, will be transformed later this year in 
a £4m takeover deaL Rank Organisation 
has .sold the building to Apollo Leisure 
and .the venue, which celebrates its dia¬ 
mond anniversary this year, closes at the 


end of July. It will be refurbished before 
reopening under its new name, the 
Hammersmith Apollo. The entertainment 
company also owns London's Apollo Vic¬ 
toria Theatre and has an interest in The 
Dominion. Mr Paul Gregg, managing 
director, said yesterday: “We Intend to 


broaden its appeal beyond a concert 
venue. It can accommodate more than just 
rock concerts, although we want to carry 
on attracting the major artistes.” The 
group has a chain of theatres, cinemas, 
hotels, bingo and social dabs as well as 
concert venues. Picture; Trevor Humphries 


By Alison Smith 

TEA ladies and messengers 
were described in a Whitehall 
department's response to the 
Citizen’s Charter unit as core 
services that could not be sub¬ 
jected to market testing. 

That reaction is one of the 
reasons that Mr William 
Waldegrave, the public ser¬ 
vices minister, is considering 
the publication of a league 
table showing how for govern¬ 
ment departments have met 
the targets for market-testing 
their functions. 

The aim of market-testing is 
to ensure that the costs of pro¬ 
viding services internally are 
clearly identified, so that they 
can be compared fairly with 
the private sector, instead of 
being obscured behind a global 
figure far overheads. 

Although the overall mood of 
the Downing Street seminar on 
the Citizen's Charter, chaired 
by Mr John Major just over a 


week ago, was positive, senior 
ministers were said to have 
been disappointed by depart¬ 
mental consideration of how to 
move forward on market-test¬ 
ing and contracting out. 

Almost all departments were 
said not to have reached the 
targets set for market-testing, 
and Sir Peter Levene. the 
part-time head of the prime 
minister's efficiency unit, bas 
started a fresh round of discus¬ 
sions with officials intended to 
put more pressure on depart¬ 
ments to take the initiative 
more seriously. 

If the results of that are still 
unsatisfactory, then a series of 
ministerial mootings with Mr 
Waldegrave will be sot up. 

Officials made clear that 
there would have to bo several 
qualifications to the rankings, 
to take account of how far a 
department had already con¬ 
tracted out services and which 
of the remaining areas could 
not be contracted out. 
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Rail sell-off I Britain steps up bid for European bank 


Britain in brief 


jeopardised by 
£144.7m loss 


By David Marsh 
European Editor 


By Richard Tomkins, 
Transport Correspondent 


PROSPECTS for the 
privatisation of British Rail 
worsened yesterday as it 
became clear that the railway's 
brief era of profitability in the 
late 1980s bad decisively ended. 

Results for the year to March 
31 showed BR plunging into 
pre-tax losses of £ 144.7m com¬ 
pared with the previous year's 
relatively modest loss of 
£10.9m. 

Mare significantly, the mis¬ 
match between falling income 
and record levels of investment 
pushed borrowings up from 
£609.7m to £1.15bn - by far the 
highest level since 1968, when 
they reached £1.6bn and trig¬ 
gered a £l.2bn government 
write-off. 

Board members acknowl¬ 
edged privately that the cost of 
servicing BR’s escalating debts 
meant the railway was 
unlikely to return to signifi¬ 
cant profits in the near future, 
even in an economic upturn. 

Recession was partly to 
blame for the rise in pre-tax 
losses. The passenger and 
freight businesses alike suf¬ 
fered downturns in demand. 


leaving revenues unable to 
keep up with rising costs. 

But the biggest impact on 
the results came from the 
severe deterioration in prop¬ 
erty profits and the cost of bor¬ 
rowing to finance BR’s £lbn-a 
year investment programme. 

In the late 19809 BR enjoyed 
three consecutive years of 
annual profits exceeding £200m 
because of windfall gains from 
big commercial property devel¬ 
opments such as Broadgate, 
over London's Liverpool Street 
station. 

Intercity, regarded as the 
jewel in BR’s crown, barely 
broke even. in. the year to 
March 31, its operating profits 
falling from £49.7m to £2m. The 
only other part of the railway 
to show an operating surplus 
was trainload freight, which 
made £67.5m (£98.7m). 

BR's results come Just two 
weeks before the expected pub¬ 
lication of a policy document 
setting out the government’s 
plans for rail privatisation. The 
corporation's poor financial 
performance may add to the 
private sector's suspicions that 
tbere is little money to be 
made from running trains. 


BRITAIN plans to step up its 
campaign during its six- 
months EC presidency to bring 
the European central bank to 
London. 

Sir Brian Jenkins, Lord 
Mayor of London, yesterday 
said he would keep up the 
struggle in spite of the week¬ 


end call by 10 of Britain's n 
EC partners to site the bank in 
Bonn. 

Sir Brian's drive is backed by 
Mr Robin Leigh-Pemberton, 
governor of the Bank of 
England, who wants at least 
the operational arm of the 
bank sited in London. 

He believes the size of Lon¬ 
don's financial market would 
give the European central 


bank the best possible connec¬ 
tions to world business. 
Britain's political position on 
the bank site has been weak¬ 
ened by the UK’s treaty reser¬ 
vations on whether to join the 
third stage of economic and 
monetary union (Emu). 

Sir Brian claimed Germany 
was trying to make acceptance 
of Frankfurt or Bonn as the 
bank site a condition, of Ger¬ 


many's willingness to take part 
in Emu. “The Germans will 
only opt In [to Emu]'if they get 
the bank," he said. 

The decision cm the site erf 
the European Monetary Insti¬ 
tute, Hkely to predetermine the 
home of the European central 
bank, is to be made at the 
Edinburgh summit at the end 
of the British EC presidency In 
December. 




I m 


onships. In another quarter-fi¬ 
nal Stefan Edberg was beaten 
in five sets by Coran Ivanisevic 
of Cr oa tia in the women's sin¬ 
gles quarter-final Gabriela 
Sabatini of Argentina beat 
Jennifer Capriati of the US. 

Rain halted the day’s other 
matches. 


Companies 
disclose pay 
for directors 


Hurd to visit 
Hong Kong 




large British companies are 
disclosing more information 
about how; much they pay 
their directors, but most still 
fall for short of the recent Cad¬ 
bury committee guidelines, 
according to a study published 
today. 

The latest report produced 
by Monks Partnership, inde¬ 
pendent remuneration advis¬ 
ers and consultants, also 
shows that top directors* pay 
Increases in industrial compa¬ 
nies slowed last year.to an 
average 8.4 per emit from 11-4 
per cent in 1990. 

Although three quarters of 
FTSE-100 companies saM they 
had a remuneration committee 
-as recommended by the Cad¬ 
bury report bn corporate gov¬ 
ernance, only seven met all 
the guidelines. 


Carmakers in 
tax protest 




Andy Mam 

THE MERCHANT of Venice comes to Rose Court, the empty office block built over the remains of the 16th-century Rose Theatre an 
the south bank of the Thames in London. Actors Frank Jarvis (left), Tony Protean and Jacqueline Quella, above, have been 
rehearsing in the basement - kept waterlogged to preserve the timbers of the theatre where Shakespeare once performed. . 


Tennis aces 
knocked out 


Pete Sampras of the US (below) 
defeated defending champion 
Michael Stich'of Germany al 
the Wimbledon tennis champl- 


UK carmakers and importers 
are voicing growing concern 
tha t inlan d Revenue proposals 
for restructuring company car 
ta-ra tinn. expected to be pub¬ 
lished in the next few days, 
will retain car pricing bands to 
which the industry is bitterly 
opposed. 

The review, which directly 
pffonts some 3m company car 
drivers, was ordered by the 
chancellor, Mr Norman Lam¬ 
ent. at the time of bis March 
Budget. His declared aim at the 
ffmp was to Introduce simpli¬ 
fied taxation scale charges for 
company cars. 


Ulster leaders agree talks with Dublin 


By Ralph Atkins 


THE politics of Northern 
Ireland took a step Into 
uncharted territory last night 
when Unionist and nationalist 
leaders agreed to substantive 
negotiations with the Irish gov¬ 
ernment 

British and Irish ministers 
are also to start talks on rela¬ 
tions between the two coun¬ 
tries, including possible 
replacements to the 1985 
Anglo-Irish agreement 

The break-through, brokered 
by Sir Patrick Mayhew, North¬ 
ern Ireland secretary, adds a 
rare sense of momentum to all¬ 


party talks on the province's 
future. 

It follows a “talks about 
talks" meeting in London on 
Tuesday where Irish ministers 
met hard line Unionists for the 
first time since partition in the 
1920s. 

With participants maintain¬ 
ing the confidentiality sur¬ 
rounding the talks, it remains 
unclear to what extent Union¬ 
ists and nationalists have 
agreed on proposals for devolu¬ 
tion in the province - the sub¬ 
ject of the first “strand" of the 
current round of talks which 
have been taking place in Bel¬ 
fast for nine weeks. The Irish 


government was excluded from 
strand one. 

There may, however, be an 
embryonic deal on a devolved 
assembly for the province with 
a “panel” that would form a 
quasi-Cabinet 

Lack of progress in “strand 
one” prevented, until yester¬ 
day. Sir Patrick from announc¬ 
ing tiie second and third strand 
- on relations between north 
and south Ireland and between 
London and Dublin respec¬ 
tively. 

As late as the weekend, the 
Rev Ian Paisley, leader of the 
Democratic Unionist Party, 
insisted later stages could not 


start until agreement was 
reached on devolution. 

Amid strong pressure from 
the Irish government, however, 
Sir Patrick appears to have 
persuaded Unionists not to 
block a start of "strand two” - 
possibly by gamhllng that Mr 
Paisley and Mr James Moly- 
neaux, leader of the Ulster 
Unionist Party would not want 
to derail the taifc« 

“Strand two” will start in 
London, probably next week, 
before moving to Belfast and 
Dublin. The independent chair¬ 
man will be Sir Ninian Step¬ 
hen, former governor general 
of Australia. 


Recession deepens in 
construction industry 


Tourism boost 


THE RECESSION in Britain's 
construction industry appears 
to be deepening, with forecasts 
yesterday of a farther slurp 
fall In output this year, writes 
Andrew Taylor. 

The National Economic 
Development Office (NEDO) 
delayed publishing its forecasts 
for a week in order to revise its 
figures to take account of the 
deteriorating conditions in the 
market 

According to the joint fore¬ 
casting committee of NEDO’s 
construction industry sector 
group, the valne of construc¬ 


tion output measured in con¬ 
stant 1985 prices, will fall by a 
farther &5 per cent this year. 

Previously the committee 
had forecast that output would 
fell by 5^ per cent this year. 
Last year UK construction out 
put fell by 9 per cent 

The committee - with repre¬ 
sentatives from construction 
companies, mortgage lenders, 
building material producers 
and building unions - said the 
industry’s recovery, which had 
been expected to start next 
year, .would not take place 
until 1994. 


New tourist figures show L5m 
overseas visitors came to the 
UK in April 1992 - 16 per cent 
up on. the same month last 
year. They also spent a record 
£570m In April - an increase 
of 20 per cent on last year. 


Royal Mint 


The Royal Mint wishes to clar¬ 
ify that it is issuing 2£00 gold 
proof 50 pence pieces com¬ 
memorating the UK’s presi¬ 
dency of the EC and 35,000 ster¬ 
ling silver versions of the same 
coin. As the result of an 
agency error the figures con¬ 
tained in an FT report of June 
90 were wrong. 


sji Treuhandanstalt 


(The government agency privatising eastern Germany property) 


Tender for the sale of 


VOBPOMMEBN 

QtoI b Sttof n elOocfcsJn 
Unstawa * 


AGRICULTURAL BUSINESSES 
and TOURIST REAL ESTATE 




Dascftow • 


‘ Dupow . . 


.SandMandorf J 


in eastern Germany 



Brand«miig Bms*£w' 


Object-number, name, location (in brackets: short description and possible uses) 


Sachs en-anhalt 


Agricultural Busineose*: 


Touust Real Estate 


(U-1) Built-up area of MOritzfleisch GmbH 
0-2601 Unstow / Mecklenburg-Vorpommern 
(CHd postal station - ’Bomkmg'-buildJng, area 
5.090sqm, additional 21 ha area of arable land; 
possible uses: hotel, farming) 


(LI-2) Chicken fattening 

of ThOringer Gefiugelhof GmbH 

0-6541 Waldeck/Thuringen 

(2 developed 5 ha areas. 10 lightweight halls 

each, each with 1,000 sqm in the forest; 

possible use: chicken fattening) 


(LI-7) Dormitory of TIerzucht GroG-Stieten GmbH 
0-2401 Gro8-Stieten / Mecklenburg- 
Vorpommern 

(Dormitory built In 1955, 36 rooms, 60 beds; 
possffrie uses: hotel, seminar and training 
centre) 

(LI-8) Holiday camp of MOritzfleisch GmbH 
0-2061 Damerow/Mecklenburg-Vorpommern 
(6 holiday homes/cabins. 1 restaurant, partially 
completed, 20,000 sqm on Jabeis lake. 10 
docking slots; possBtie uses: tourism, catering) 


(LI-14) Riding stables with service buildings ol 

MOritzfleisch GmbH 

0-2061 Hohen WangeBn aid Cramon / 

Mecklenburg-Vorpommern 

(24 riding-horse stalls, 35 ha of lakeside 

pasture land, sheep pen, pigsty: possible uses: 

leisure with riding, young horse raising) ' 

(LI-15) Built-up area of MOritzfleisch GmbH 
0-2061 All Gaarz / Mecklenburg-Vorpommern 
(Restaurant complex on a lake with 100 seats, 
some 70 m shoreline, with barbecue area. 
5,800 sqm; possible use: restaurant) 


(LI-21) Building construction yard Klocksin of 
Futterprodukfionsgesellschaft mbH 

Hohen Wangefln 

0-2061 Ktod&n/Mecklenburg-Vorpommern 
(Office buikSng, workshop, 4 garages, some 
4.000 sqm; posstole uses: crafts, trade) 


L TH0filHGENL~< 


(LI-22) Former chicken slaughterhouse of 
Odertand Bercnd GeflGgeJ GmbH Strausberg 


Bad K!o«*rtau*nta 
WUdedce a 2) 


SACHSEN 


-Bobadcfe^. 


(LI-3) Li span cattle sheds of 
MOritzfleisch GmbH 

0-2061 Uepen / Mecklenburg-Vorpommern 
(Some 350 fattening stalls. 1,5 ha, about350 m 
lake shoreline; possible uses: farming and/or 
leisure) 


(LI-9) "LochmOhle' holiday home of ThOringer 
GeflOgelhof GmbH 
0-6521 ThalbQrgel/Thtiringen 
(Restaurant with 100 seats. 42 bods, 2 apart¬ 
ments, 1.6 ha in the forest; possible uses: 
tourism, hotel, restaurant) 


(U-16) Built-up area of Futterproduktions- 
geseflschaft mbH Hohen WangeBn 
0-2061 Linstow / Mecklenburg-Vorpommem 
(Former ttistiffery buffeting. 1^900 sqm on the 
take with boathouse: possible uses: tourism, 
hotel, restaurant) 


0-1230 Beeskow/Brandenburg 
(Slaughterhouse with refrigeration rooms, 
heating house, workshop, office building, 
33,000sqm fit an industrial area;possible use: 
commercial) 


-rin 

>U tL 


Mr Douglas Hurd, the foreign 

secretary, tol * 

Commons he will visit Bone 
Kong from July 26 to Jnl y **• 
Replying to demands for early 
action to extend democ racy in 
Hong Kong before it reverts to 
Chinese sovereignity in 1997 
be made It clear that decisions 
about the election to be held In 
1995 were still some way off. 


Tender Condltfons 


¥ 


(U-4) Pig tattening farm with free area on 
Linstow lake of MOritzfleisch GmbH 
0-2601 Linstow / Mecklenburg-Vorpommern 
(Some 180 fattening staffs, 2,1 ha, about 200 m 
lakeside with boathhouses: possible uses: 
farming, leisure, tourism) 


(LI-5) Plant Berge ol Perleberger GeflOgelaus- 

ru stun gen GmbH 

0-2901 Berge / Brandenburg 

(40.000 sqm of which 20,000 sqm buffi upon 

with various metal working shops; possible 

uses: commercials, equipment for poultry and 

small animal raising) 


(LI-iO) Area on Linstow Lake of Funerproduk- 
tionsgesellschaft mbH Hohen Wangefin 
0-2601 Unstow/Meddenburg-Vorpommem 
(Undeveloped area, 3,5 ha. with 700 m shore- 
fine in the NossentineriSchvrim Moorland 
National Park: possSrie use: tourism) 

(LI-11) Farm house Alt Gaarz of Futterpro- 
duktionsgesellschaft mbH Hohen Wangefin 
0-2061 Ait Gaarz I Mecklenburg-Vorpommem 
(Historic manor house at the lake, storage 
shed, multi-purpose bam. 4.5 ha; possible 

uses: tourism, hotel restaurant, riding centre) 
(Lf-12) Farm house BIGcherhof of Ftraerpro- 


(LH7) Built-up area of MOritzfleisch GmbH . 
0-2061 Linstow / Mecklenburg-Vorpommern 
(Former cottage - Guts Katen -. 3.600 sqm in 
town; possible use: tourism) 


(LI-23) Chicken tattening of ThOringer 
Gefldgaihof GmbH 
0-6541 Bobeck/ThOringen 
{2 developed 5 ha areas with ten lightweight. 
sheds each, 1,000 sqm each In the forest; 
possible use: commercial )' 


1 *0 “■f ort *** «"V*«ihie*teii«ndd*. toTtauhamtaonat (to 'THAimtantetosal 
to afomiMlianadagMiAinU totrfct rtpdsty mm ot a tandor into toto+ig 




Commercial Real Estate 


(LI-18) BuSt-up area of ThOringer 
GeftGgelhof GmbH 

0-6532 Bad Klost art ausnttz / ThOringen 
13 SOfid warehouses, 1.8ham the forest 
possible uses: storage, made) 


(LI-24) Refrigeration plant ol KQWhaus GmbH 

Magdeburg-Brandenburg 

0-1800 Brandenburg / Brandenburg 

(New buffeting. area 19,000 sqm. 5,800 sqm 

refrigeration area, social- and storage buffeting. 

poss&te use: commercial) 


0-2061 BIGcherhof / Meddenburg-Vorpommem 
(Historic manor house with 6 horse stable boxes, 
cowshed, blacksmith, wheetright shop, 2 ha; 
possible uses : tourism, hotel, leisure projects) 


(LI-19) Buifi-up area of FuBarprodukflons- 
gesellscdaft mbH Hohen Wangefin 
0-2061 Hohen Wang el in / Mecklenburg- 
Vorpommern 

(Machine yard, workshop complex, office 
buffeting, 9,800 sqm; possible uses: housing 
construction, small businesses) 


(U-25) Plant TIerzucht Sandboiendorf GmbH 
i.A. of agromax GmbH 
0-3511 Sandbeiendorf f Sachsen-Anhalt 
{Shut-down pig breeding station, 6 vacated 
prodtiction^ed3,Yariousttihmbdik»)gs. 

23 ha; possible use: commercial} 


"S***™™** (Of* Mtito fttdtog. wrm*. v*S rwu 
«atal«}. onto toartory * devalued at to tm ol acquiattofl 

lorr^ o<uh Im (w to ito wtaM and tiuMnss 
2. Ayon* J* miidmd ifetftf.; 

pMfein K> trwto, cad>io< wfoeft wifba conadmd part of to tad 
T *^ t .9 Vkm . St *». W*: Tte THA « got f^ponrtHtJor to Mcuncy and 

on to baa* tU 

wd-ttiv^pmdtd.tr *t*wpris# and/or piart 
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(LJ-6) Central beef fattening with farm ol 
MOritzfleisch GmbH 

0-2061 Hohen Wangelin / Mecklenburg-Vorp. 
(Some 6,000 fattening and 2,500pretattenlng 
stalls, 1,000 ha land with 20 -32 soil points; 
possible uses: cultivation and cattle raising) 


(U-13) Children's holiday camp of 
MOritzfleisch GmbH 

0-2861 Daschow/ Mecklenburg-Vorpommem 
(5 bungalows and 1 service building, 2,500 
sqm In town ami near the lake; possible uses: 
housing construction, tourism) 


(LI-20) Buftflng construction yard of 

'MGritifleisch GmbH 

0-2061 Hohen Wangefin t Mecklenburg- 

Vorpommern 

(Workshop and storage buffeting, framesaw, 
cement mixing unit. 22 ha: possible uses: 
buffeting firm, various workshops) 


(LI-26) Plant DGpow of Periebergar 
GeffOgsSausri^stungen GmbH 
0-2911 DGpow/Brandenburg • 

(90.000 sqm of which 50,000 sqm built upon 
with production and storage sheds; posstole 
use: commercial) 

(U-27) Plant Wolfshagen of Perleberger . 

G s flugelausrils tu ngen GmbH- 
0-2911 Wbfishagen / Brandenburg 
(40,000sqm of which 20,000sqm bust upon with 
among others wre mat wetting units;possible^ 
uses: commercial, win mat production) 


® IN THA. (jtipavar Su 5-7.0-1080 Bsrfn. Gomuny no 
itoton 2 p m (local l«na). on Ao0uat£7,*-| see pm -tMig d*wT^?2l be 

(Tha'nu.dUuJ._d..uil ... . • 
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'SjMwesssa: 


i ^ 






^tlwsaeti Frldayiran SM 


to Monday 




For further free information (profiles, visit authorization, etc.) please contact : 


The following office of Arthur Andersen is providing information about this tender. Arthur Andersen may act for a 
prospective buyer with respect to any of tne oompanies offered hereby. 


or directly: 


.Arthur 

Andersen 


CORPORATE FINANCE DIVISION 


Arthur Andersen* Co sc 


Laurence Parrott 
1 Surrey Street 
London WC2R 2PS 


071 -4382994 
071*8311133 


»*Auto»Md w carry on mwsJimm txwran tey to hswitt of Chmnd AceaunuM «* gnqiart and WMm« 


s/t Treuhandanstalt 

CentfaJ Tender Office 

; Lqipziger Strafie 5-7 •; 
D-i 080 Bert in/Germany 
.Tel. +49-30-31542619 
Pax +49^30-31542661 
Telex 305i4ima2d 


: Nw York Office r 

;; Telv +1-212-8884073 
- r Fax •; +1-212^8866090 
Tokyo Office - 
Tel; '-‘+81-3-35032901 
-Pax .. +81-3-35032902 
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Product user turns consultant 


SECURITIES AND INVEST¬ 
MENTS BOARD vPANTELL 
Court of Appeal:- . j- 
Lord Justice NefllLord Justice. 
Scott, -and Lord Justice Steyn: 

- - June 12 19S2 ; 

A SOLICITOR who is.know-. 
iugly concerned intis client's 
illegal financial services traits-' 
actions can ^re ordered bythe 
court to take steps to restore; 
innocent Investors to their pre- 
investment position or to rent-' 
edy tiwlr -situation tboughfae 
received none of the invested , 
sums and was not party to the 
transactions, provided the 
order is intended to effect, and - 
might be. reasonably capable 
of effecting, restitution or n 
remedy. • 

The. Court of Appeal so held, 
when dismissing', ah appeal by - 
solicitors .as, third, fourth and 
fifth defendants from a dec!-' 
sion (FT, August 91991}. of Sir ■ 
Nicolas-. Brown e-Wllkinson, 
vice-chancellor, refusing to 
strike out-the claim'; against 
them in an action by the Secu¬ 
rities and Investments Board 
against Pantell SA and others; 

The facts set out in the-judg- * 
ment were as alleged.by .the 
SIB, and -tor the purposes of 
the striking-out application 
were assumed to be correct 

LORD JUSTICE SCOTT said 
that from; about;April. 1988 to 
Much 1989 Faniell.a Swiss 
company, carried on unauthor¬ 
ised investment business in the 
UK. : 

In the course - of that busi¬ 
ness Pantell distributed'false 
and misleading advertisements 
and made unsolicited tele¬ 
phone calls to persuade peiy 
sons in the .UK .to. purchase . 
shares in a Utah company^ 
European American Corpora¬ 
tion Inc (Euraineo). 

The solicitors-acted.for Pan--. 
telL - . - ... :• 

Carrying. on unauthorised 
investment business hi the UK 
was a contravention of section : 
3 of the Financial Services Act 
1988. The .publishing of mis¬ 
leading advertisements contra¬ 
vened section . 47- The adver¬ 
tisements -had not been 
approved, of by an authorised- 
person, in contravention of sec¬ 
tion 57. The sale of shares in 
consequence of unsolicited 
telephone calls contravened 
section 56. . 

The Act not only imposed , 
criminal sanctions for contra- 


"ventions, buf^s^o-^prpyldwi 
remedies 

entered Moshare traSSdctions ‘ 
* as aresu 

j if 

,. the court' was saflstof ‘a per-" 

: sqn-hadan^edSHttoattransafv' 

tton jn tmnfrwre^gaglgection, 
3, it ini^-6nKr^^*^Miafay 
. other p e r^oA.-r^taa o win gly 
concerned in ^K^ffvention 
■. to take sudrstE^a^te court' 

.- may'direct for jre^fonng ’the 
: parties' to the posjSon in'which 
they were before.4he. transact 
tion-was enteetf into”.' . 

. . • The SIB; sought; a,'remedy 
against . the solicitors irndeir . 
: section 6(2). ft alleged they' 
were “knowingly concerned” 
.-In Fantell’s contravention of 
sections.,^._ ■ ; - 

Section-61(1) provided; that If 
there was, rgasonahte llkeli-, 

. hood that "any; person"} had 
. contrwrened sectidris^.^e gnri 1 
57. or, 59, the court might make 
" an order 1 requiring huti ’ “and ‘ 
: any other person., . Jsnowiagly ; 
concerned In the contravention 
to.take-^ixaLst^'aa'l^'.cburt' 

. may difeetto remedy, ir, * 

“ . The Sffi ’ sdughfc.a remedy' 
.against i$ie sqftcitors, under 
‘section 61(1), alleging they *. 
were “knowingly concerned” 
in Pantell’s. contraventions of 
sections .47, .56. and 57. • 

The solicitors^ .denied they 
were “knowingly Kjncerned”, 
.but contended that eyenifthey 
were* on the true construction - 
of sections. 6 ( 2 )and. 61 ( 1 ) the 
1 SIB - was. not entitled to the 
relief Tbey.asked tat 

, an order • that ' the action' 
against them be'struck but. •- 
Sft Nicolas jBro wne^illtiii- 
' son. V-C dfsmlssed tte- sunt ' 
mons. r'■ ! ' 

The solicitors? case ■ was . 
based upsm.ffie undisputed feet 
that ncme .of .;the; payments 
made by~tie fttve^ore were 
wnnfr> to them.- The rice-chan- : 
cellor concluded that receipt of 
.the money, by..the person 
“knowingly concerhed.”was 
notanecessary precondition of 
a restitutibnary order under 
section 6(2), nor of a remedial 
order under- section 61(1).' The 
soHdtors appealed. 

Mc Sump^n for the solici¬ 
tors subndtt^ihat the relief 
chained under se^ons 6(2) and 
61(l>aHiId not; speeped, shice It \ 
was a claim fbir compensation ’ 
for lOBs aaKLtfiere^iK&s no juris-: 
dictum to anfe compensation 
forloss againafpasons "know- . 
mgly cbncomd*. Be said the' 
orders sought were not testitu- 
tfonaiy, because the soffdfigs 


had received nothing from the 
investors and so had notiling 
that" they could restore. 

While orders made under 
section 6 ( 2 ) and section 61 ( 1 ) 
must be restricted "to their 
; proper restitntkmary purpose, 
it was not right to emasculate 
the restitutionary remedy 
available against persons 
"knowingly concerned” on the 
ground thrt they were not lia¬ 
ble to be subjected to compen¬ 
satory remedies. : - 

The preconditum of ah order 
under section 6 CD was that a 
person had transacted in con- 
travention of section 3. 

The purpose- of, an order 
. under section 6(2) must be to 
restore parties to the transac¬ 
tion to;the position in which 
! they were before it was entered 
into. So an order ought not to 
require a oontravenor to repay 
the purchase 1 'price of shares 
unless there was also provision 
: for the return of the shares by 
; the investor. 

Provided, the precondition 
-was met,:the only limitations 
on the type of order that could 
be maifeumfer section 8 ( 2 ) that 
were justified by the statutory 
language were that the""order ' 
must be intended to restore the 
transacting parties to their . 
respective former positions and 
that the steps directed by the 
order to .be. taken must be rear 
soriahly capable cd doing so. 

Subvert;.to those limitations 
there, was no reason' why 
restrictions should be placed 
. on the type of order that could 
;,be .made under section 6 ( 2 ). 
The Width of the statutory lan¬ 
guage, “such steps as : the court. 
may direct”, .was staking and ‘ 
there 1 was no good reason why 
it should be restricted. Nor did 
the statutory language warrant 
any. distinction between the" 
type of order that could be 
.made against the contravenor - 
and the type of order that 
. could be made against a person 
“knowingly concerned". 

The fact.that a person, 
^knowingly^ concerned" had 1 
not received anything under 
tiie transaction did not restrict 
the "court’s power to make a 
section 6(2) order against him. 

Eabh.investor must be will- 
.ing that there should be a 
rescission, of the investment 
transaction in question, and be 
wHhhg to return any. shares or 
; money he had received under 
the transaction. 

• Similar points arose in rela¬ 
tion to section 61 ( 1 ). 

There were two relevant pre¬ 


conditions before an order H to 
take, steps” could be made 
under Section 61 ( 1 ). 

One was that a person had 
. contravened one of the statu¬ 
tory provisions referred to in 
subsection UXa). It was alleged 
that Pantell had contravened 
sections 47,56 and 57. The sec¬ 
ond precondition was that 
there were steps that could be 
taken for remedying the con¬ 
travention. 

'pie oiurt was empowered if 
those^two preconditions were 
satisfied, to make an order for 
"such, .steps as the court may 
direct” to "remedy” the contra¬ 
vention. The steps directed 
must therefore be intended to 
remedy, and be reasonably 
capable of remedying, the con¬ 
travention. 

Subject to those limitations 
as bo purpose mid effect, there 
was no reason to place further 
limitations on the steps the 
court could direct to be taken 
under section 61(1). 

In the light of that analysis 
cd sections 6(2) and 61(1) it was 
not a valid objection to the 
SIB's-case that the solicitors 
.bad not received any of the 
investors’ money. 

Orders under the sections 
should be directed to restoring 
not only investors but all par¬ 
ties to their former positions, 
and not to a class but to indi¬ 
vidual transactions. A restitu¬ 
tion order could not remedy a 
. section 57 contravention. 

The appeal was dismissed. 

LORD JUSTICE STEYN con¬ 
curring said that the genesis of 
the provisions was the wide¬ 
spread belief that operations of 
share-pushers were damaging 
the integrity of the markets 
and contrary to public interest 
Share-pushing operations were 
only made possible because of 
the assistance of third parties, 
such as bankers, accountants 
and solicitors. 

“Knowingly concerned” was 
not defined. Mere passive 
knowledge would not be suffi¬ 
cient. Actual involvement in 
the contravention must be 
established. 

LORD JUSTICE NEILL 
agreed with both judgments. 1 

For the solicitors: Jonathan 
Sumption QC and Leslie Kos- 
mm (Barlow Lyde & Gilbert). 

•' For the SIB: David Oliver QC 
and Thomas Lowe (Booth & 
Blackwell. 

Rachel Davies 

Barrister I 


When David Evans (right) used 
to work his way around the 
world’s central banks in the 
early 1980s demonstrating 
Devon Systems International 
software packages for manag¬ 
ing financial risk, the product 
was little known, and because 
of his name. It was commonly 
assumed to be his brainchild. 

Now, Devon has 200 employ¬ 
ees and the financial backing 
of its parent SunGard of the 
US. 

And Evans, who in those 
days was jnst demonstrating 
how the product helped his 
then employer Samuel Mont¬ 
agu fulfil its reporting require¬ 
ments. has decided to join the 

Insurance 

moves 

■ John Wybrew is to take up 
the posts of chairman and 
managing director at Windsor 
Life, rejoining the company 
after a two-year hiatus at Brit¬ 
ish American Assurance Com¬ 
pany in Singapore. Wybrew, 
who joined Windsor in 1965, 
replaces Brian Wood who 
resigned in April after insur¬ 
ance regulators temporarily 
suspended the company’s 
entire sales force, insisting 
that proper training and test¬ 
ing procedures he put in place. 

Windsor Life is wholly 
owned by the US’s fourth larg¬ 
est insurance company, New 
York Life, which has been run¬ 
ning the company since Brian 
Wood’s departure. Wybrew was 
instrumental in Windsor Life’s 
rapid expansion during the 
1980s - an expansion which 
presumably led to its acquisi¬ 
tion by New York Life in the 
first place. 


■ Tony Latham and Peter 
Webster have been appointed 
directors of SUN ALLIANCE 
Insurance International Ian 
Trotter is promoted to md of 
Son Alliance Investment 
Management: John Kent 
becomes deputy md 
■Philipp Ruperti is appointed 
md and general manager of 
GREAT LAKES 
REINSURANCE (UK) on the 
retirement of Stuart Claydon. 
■Paul Upton has been 
appointed a director of 
CLAREMOUNT 
UNDERWRITING AGENCY. 

■ Alan Thnrlow has been 
appointed financial director 
of EDGAR HAMILTON. 


UK subsidiary as a senior con¬ 
sultant 

The specialist in securities, 
derivative instruments and 
forex software packages has 
been on the acquisition trail in 
recent months and Evans’ task 
is to provide advice on the 
right way to integrate and 
internationalise the new pur¬ 
chases. His perspective will 
very much be that of a systems 
user. “I can't write a line of 
code,” he points out 

Evans, 44, for many years in 
charge of the operations side of 
the capital markets business at 
Samuel Montagu and then Mid¬ 
land Montagu, was around in 
the “frontier" days of futures 

■ The shakeout among the 
higher echelons of Britain’s 
troubled construction 
companies continues with the 
news that Jack Mawdsley, 
chief executive of Tarmac's 
large quarry products division 
Is to Quit the group at the end 
of this year. 

The company’s statement 
says Mawdsley, who Is 53, is 
leaving to “pursue personal 
Interests” which had been 
“sadly neglected” during his 
22 years at the Midlands-based 
construction and building 
materials group. 

One of the reasons behind 
Mawdsley’s departure, 
however, may have been 
disagreements over policy 
decisions taken by Sir Eric 
Fountain who gave up 


Non-executive 

directors 




■The Rt Hon Tom King MP. 
former Cabinet minister who 
returned to the back benches 
after the general election, at 
ELECTRA INVESTMENT 
TRUST. 


and options in London - in 
1982 he recalls spending a week 
trading on the floor of Liffe as 
soon as the exchange opened 
just so that he understood 
exactly what was involved. 

Those were early days for 
Devon, too, and Evans remem¬ 
bers weekends “brainstorm¬ 
ing” with chairman Cristobal 
Conde, helping with the “real 
dirty" systems development 
work. 

The two have remained in 
touch since then and Evans 
notes how "with the market 
becoming much more staid 
recently, I am delighted to be 
doing what I should have done 
many years ago”. 

day-to-day running of the 
company in February when 
he stood down as Tarmac’s 
chief executive. Sir Eric 
remains chairman. 

In particular, Mawdsley 
opposed the continned high 
level of investment made in 
housebuilding while other 
divisions including his own 
have had their spending 
curtailed. He is understood 
to have been frustrated by Sir 
Eric's reluctance to expand 
the quarry products division 
in continental Europe. 

His decision to retire at the 
aid of this year is understood 
to have been taken before Sir 
Eric announced that he was 
standing down as chief 
executive in favour of Neville 

Simms. 


■ Michael Borlenghi as 
chairm an at BRITISH 
FITTINGS. 

■ Francis Gordon Clark is 
retiring from MATTHEW 
CLARK. 

■ Sir John Cockney, chairman 
of Royal Insurance Holdings, 
also chairman of ROYAL 
GLOBAL. 

■ John Ashton, chair man of 
Caird Group, at SHERWOOD 
GROUP. 

■ Colin Sanders and Marlene 
Sanders have retired from 
GREENACRE. 

■ Peter Ainsworth MP, 
formerly director of corporate 
finance at Warburg Securities, 
at JLI GROUP; Warburg is 
JLTs broker. 

■ Sir Christopher Benson as 
deputy chairman of SUN 
ALLIANCE in place of Sir 
Derrick Holden-Brown who 
has retired. 

■ Professor Sir Richard 
Southwood, vicechairman of 
Oxford University and 



■ Bob Peddle has been 
appointed executive depu ty 
chairman of POLYMETERS 
RESPONSE 
INTERNATIONAL 

■ Glen Swire has been 
appointed a director of JAMES 
FINLAY. 

chairman of the National 
Radiological Protection Board, 
at GLAXO HOLDINGS. 

■ Richard Shaw, group 
development executive of The 
Hartstone Group, and Robert 
Shepherd, deputy chai rman 
of Pentland. at CUPID. 

■ Sir Idris Pearce (below left), 
chairman of English Estates, 
Michael Beesley, emeritus 
professor at London Business 
School and Arnold Shipp, 
executive director of Samuel 
Montagu, at ITC. 

■ Michael Bentley (below 
right), formerly deputy 
chairman and chief executive 
of Electra Investment Trust, 
at CELLTECH. 
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Bayer: Expertise with Responsibility. 



A new farming maxim: 


protection products are necessary 


Prevention is not necessarily better than cure 


A new kind of crop protection. 

In former times prevention was often 
the only solution in crop protection, and 
indeed frequently helped to save the 
harvests. But some treatment was 
unnecessary; the principle of “a lot 
helps a lof applied in those days. 

But things have changed: now one can 
usually wait to see what is attacking the 
crops and how extensive the damage 
is likely to be. Only when things look 
threatening steps are taken, and then 
through specific application. In some 
cases crop protection products might 
not have to be used at all, when, thanks 
to modern diagnostic methods, it 
becomes clear that the damage will be 
limited. 

Farmers did not have this possibility in 
days gone by, when prevention was 
certainly better than cure. 


We would be happy to provide more information about our 
Crop Protection Business. Group. Please write to Bayer AG, 
Public Relations Department (Kl), 5090 Leverkusen, Ger¬ 
many. K1 5107 
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TECHNOLOGY 


Anti-noise 
devices 
drown out 

competition 

L ooking for the quiet life? The 
din of the diesel engine and 
the whine of the air condition¬ 
ing fan can now be silenced elec¬ 
tronically using “noise cancella¬ 
tion” technology that is rapidly 
finding a broad range of commercial 
applications. 

Electronic or “active" noise can¬ 
cellation systems analyse undesir¬ 
able, low frequency noises in a cho¬ 
sen environment. The nOise 
reduction system produces an equal 
but opposite wave, called "anti¬ 
noise". which cancels out or 
reduces the unwanted sound. The 
concept of “anti-noise" was discov¬ 
ered in the 1930s. but commercial 
use had to await the microprocessor 
and cheap computing power used to 
analyse sound. 

The first commercial applications 
of the technology are in industrial 
settings. NOT Muffler of Stamford, 
Connecticut, a subsidiary of Noise 
Cancellation Technologies, this 
week took its first order, for 50 elec¬ 
tronic silencers, which electroni¬ 
cally silence noise from blowers, 
vacuum pumps, compressors and 
other internal combustion engines. 
An added benefit of the noise can¬ 
cellation systems is that they also 
make the equipment more fuel effi¬ 
cient and Improve worker safety. 

The first of NCT Muffler’s 
silencer systems have been installed 
in a wire manufacturing plant that 
uses industrial vacuum pumps to 
unload bulk product from railway 
cars. 

Noise cancellation may find a 
much broader market in the vehicle 
industry, where it can be used to 
quieten car engines - to the benefit 
of those outside and inside the 
vehicle. Noisy buses, trucks, farm 
equipment and generators are also 
potentially important applications. 
NCT General Systems, another sub¬ 
sidiary. is working on noise reduc¬ 
tion systems for fans used in house¬ 
hold appliances. 

The most appealing applications 
of this technology are being pur¬ 
sued by NCT Personal Quieting. 
These include personal headsets 
that block out offensive noise with¬ 
out affecting a person's ability to 
hear speech, warning signals or 
music. Unfortunately beyond the 
scope of this technology, it seems. Is 
the ability to selectively block some 
voices while leaving others audible. 

Louise Kehoe 


Japanese electronics forced 
to clip its research wings 

Robert Thomson on the metamorphosis caused by a collapse of demand 



Western percep¬ 
tions of Japanese 
electronies compa¬ 
nies' approach to 
product develop¬ 
ment tend to be 
heavily influenced 
by the success story 
of the Sony Walk¬ 
man. and the claims 
of Akio Morita, 
Sony cbairman. that "any amount 
of market research" could not have 
measured the worth of his winning 
ideas. 

Tales of product-driven successes 
were all the more convincing when 
Japanese developers appeared to 
churn out an endless array of win¬ 
ning products. 

Now' the downturn in the interna¬ 
tional electronics market and the 
increasing cost of capital in Japan 
have forced companies to reassess 
the importance of market research 
in focusing their R&D. 

A sobering trend has been tbe 
collapse of domestic demand for 
audio-visual equipment; a market 
which had been a prime target for 
researchers competing to develop 
"new" products that were actually 
minor variations on an older theme, 
whether it be large-screen televi¬ 
sions or a video-cassette recorder 
with an extra knob or two. 

Japanese consumers' apparent 
willingness to toss out hardly-used 
items and embrace these “new prod¬ 
ucts" helped to convince companies 
that the market would do them no 
wrong. 

Unfortunately, products have con¬ 
tinued to surface, while audio-visual 
sales have been in decline for two 
years, leaving electronics compa¬ 
nies with painful bruises. 

Matsushita Electric Industrial's 
pre-tax profits were down 39 per 
cent In the year to end March and 
Sony's were 44 per cent lower. 

Companies have reviewed the 
development process and concluded 
that life-cycles are too short and 
product ranges too wide, as even 
the domestic market is reluctant to 
absorb new products. 

At the same time, R&D budgets 
are under pressure from the turbu¬ 
lence in Japanese financial markets, 
which is also encouraging compa¬ 
nies to be more focused about 
research. 

Investment in R&D is an Impor¬ 
tant source of corporate pride in 
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Japanese electronics 
companies 1 spending on R&D 



1988 

1989 

1990 

1991 

f 19921 

NEC 

4.0 

7.7 

7.1 

6.7 

3.1 

Hitachi 

13-0 

15.0 

14.0 

6.0. 

-4.0 

Fujitsu 

28.9 

15.1 

60 

8.9 

8.2 

Matsushita 

.17.7 

8.5 

11.0 

■ 9.1 

2.9 

Sony 

10-4 

16.3 

19.7 

iftfl 



Percentage increase over previous year 
Source: company reports 


Japan, as it is generally taken as a 
measure of long-term strength. This 
year, however, budgets are gener¬ 
ally flat or fallin g, while some 
image-conscious companies which 
claim to be increasing R&D are sim¬ 
ply shifting other business expenses 
into that budget 

At Hitachi, which makes con¬ 
sumer, office and industrial electri¬ 
cal goods, R&D spending is forecast 
to fail by 4 per cent this year, after 
a 6 per cent increase last year, and 
rises of 14 per cent 15 per cent and 
13 per cent in the three previous 
years. 

The sharp increases coincided 
with the surge of the Tokyo stock 
market in the late 1980s. when new 
funds were easily raised. 

The company said that the role of 
market research differs depending 
on product type. For heavy machin¬ 
ery under development perhaps in 
cooperation with the Ministry of 
International Trade and Industry 
(Mlti) and other equipment makers, 
the lead time may be ten years or 
more and the company may agree 
to participate in a project on the 
understanding that there will be 
public sector demand. 

"For consumer products, our lead 
time can be almost nothing. We 
would like to increase the life cycle 


of products because we can see that 
there has been some change in con¬ 
sumer demand and that would 
reduce our R&D costs," the com¬ 
pany said. 

Instead of wasting development 
funds on a minor upgrading of an 
existing model in an already over¬ 
crowded market, Hitachi and others 
are trying to find better uses for 
their money. 

One change at Hitachi is that con¬ 
trol over R&D is shifting from indi¬ 
vidual facilities, which had been 
seen as "profit centres”, to adminis¬ 
trative divisions with broader 
access to market research: "These 
divisions are closer to the market 
and our company is moving closer 
to the market,” the company said. 

Last year, NEC, the electronics 
maker. Introduced changes in its 
R&D policies based on what it calls 
the "Customer Satisfaction 
Concept". 

Mr Hiroshi Okazaki, manager of 
tbe engineering control division, 
points out that "the most important 
thing is that every R&D person has 
a marketing mind". 

R&D, he says, is kept relevant to 
the market by regularly bringing 
together researchers on a particular 
project and representatives from 
divisions that would have responsi¬ 


bility for handling the finis hed 
product 

Meanwhile, the group business 
p lanning division prepares market 
studies which are circulated among 
the R&D workers. 

As for the common belief that 
Japanese companies have research 
programmes that chum oat dozens 
of completely new products, only a 
few of which are relevant enough to 
be mar keted. Mr Okazaki said that 
this approach was discarded at NEC 
more than 20 years ago. 

“It was once believed that the 
central research laboratories should 
be ‘black-boxed 1 , and not controlled 
by outsiders. But, more than 20 
years ago, NEC introduced a mod¬ 
em research management system, 
including research evaluation 
before the project start and meet¬ 
ings between the central research¬ 
ers and operational divisions," Mr 
Okazaki said. 

Making min or chang es to aviating 

models, and then releasing "new" 
models in rapid succession on the 
domestic market, is a more recent 
trend, quite distinct from the 
researching of genuinely new 
products. 

Companies have had to release 
slightly improved models less fre-. 
quently, and they have simulta¬ 
neously had to pay more attention 
to the selection of new development 
projects. 

Fujitsu, the computer company, 
aims to spend the equivalent of 
about 10 per cent of total sales an 
R&D, bat admits that its manufac¬ 
ture of semiconductors and various 
other high-tech products requiring 
huge investments daring develop¬ 
ment has put the R&D budget under 
pressure. - 

“As technology further advances 
and information and communica¬ 
tion systems spread into more ver¬ 
satile areas , R&D activities to real¬ 
ise these technologies require more 
and more investment Therefore we 
have to be more selective and set 
priorities," Fujitsu said. 

Fujitsu is not the only Japanese 
electronics company forced to be 
more selective. 

Proud as they are of big R&D bud¬ 
gets, the Japanese makers are 
under extreme pressure to get value 
for money by choosing winning 
research and by curbing an enthusi¬ 
asm for “developing” products that 
the market does not want 
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Ceasefire a vain 
hope in PC war 

By Louise Kehoe 


T his is a great time for per¬ 
sonal computer bargain 
hunters. Almost every day. ft 
seems, another PC manufacturer 
slashes its prices. During the past 
month, the cost of many popular 
models has fallen by as much as 30 
percent 

What is behind these price cuts 
and' how much longer can the tur¬ 
moil hi'the . PC market continue? 
Theories on what ignited the PC 
“price war" abound. Compaq Com¬ 
puter's recent launch of, a new 
range of low-cost products has been 
widely dted as the first volley. In 
the UK, International Business 
Machines' move to establish a sub¬ 
sidiary to sell industry standard 
“clones” under the Ambra brand 
name is also likely to place down¬ 
ward pressure on prices. . ' 

Yet the root causes; of the PC 
price battle lie with the prolifera¬ 
tion of Aslan-boIU PC “clones" and 
radical changes in the distribution, 
channels that deliver PC products 
to end users. The onslaught of 
AsLm'<»inpetitlpn In the ..PC mar¬ 
ket has long been anticipated by US 
and European manufacturers, but 
it only materialised on a large scale 
recently. 

That was because the primary 
distribution channels for PCs were 
controlled by 'established, manufac¬ 
turers. PCs were sold either 
directly to the end user by a com-, 
pater manufacturers’ sales force, or 
through third party "dealers" who 
were given strong Incentives in the 
form of discounts and advertising 
support to remain loyaT to estab¬ 
lished suppliers. 

Enter the computer “su p er st ore". 
Selling PC's like cornflakes; or any 
other “commodity" product super¬ 
stores advertise “special dis¬ 
counts”, bundle hardware and soft¬ 
ware, and place brand name 
computers alongside their own 
“generic” lower-priced products 
bought In bulk from unheard-of 
and mostly Asian manufacturers. 
Along with "direct" selling, by tele¬ 
phone or wan order, superstores 
have fractured traditional PC sales 
ritanmrfa, providing new entrants. 
with anopportunity to penetrate 
the market. 

Former market leaders now face 
competition from'a raft of Asian 
done manufacturers, as well as 
from ambitious US. and European 
companies. Lacking well recognised 
brand names, these new entrants 
have chosen to compete on 
price, drastically undercutting 


the “big name” PC makers- 

Hyundai, of Korea, last month 
slashed prices of its US PC pr oducts 
by 40 per cent and began an aggres¬ 
sive telemarketing campaign. 

Dell Computer, a pioneer or 
direct marketing whose success 
during tbe past two years has dem¬ 
onstrated the importance of new 
distribution channels, has this 
week ann ounced deep discounts 
and in the US will offer a new 
range of cheaper PCs aimed at the 
“price sensitive” segment oi the 

market. ^ . 

IBM, Compaq Computer ana 
other long-time market leaders are 
being forced to respond. Yet even 
as they do so. cheap clones are get¬ 
ting cheaper. Ironically, the compa¬ 
nies that for so long dominanted 
the dealer channel are now facing 
the ..challenge of adapting to selling 
through superstores and mail 
order,, following in the footsteps of 
their upstart competitors. 

In thig turmoil, the customer Is 
the winner. Sales volumes are soar¬ 
ing in the US and picki ng u p in 
Europe, according to industry exec¬ 
utives, but few are celebrating the 
market revival, which has been 
accompanied by a sharp reduction 
in profit margins and mounting 
concern about cost cutting. 

One consolation for US and Euro¬ 
pean manufacturers Is that it is dif¬ 
ficult’ fc» their aggressive competi¬ 
tors to Maintain a cost advantage. 
Automation has reduced the labour 
costs of PC manufacturing. Today 
it costs little more to build PCs to 
Scotland or Silicon Valley than it 
does in Singapore or Taiwan. 

Tie price cutting cannot go on 
for ever, although industry execu¬ 
tives expect the trend to continue 
for several more months. Ulti¬ 
mately. the PC must cost slightly 
more than the sum of the compo¬ 
nents it contains, but this too is a 
moving target Prices of micropro¬ 
cessor chips, the “brains” of a PC. 
are tumbling as Intel, the leading 
supplier, fights off a band of new 
competitors who axe offering their 
own versions of the Intel chips. 

. -New technology will ultimately 
. halt the PC price slide. Multimedia 
capabilities including video and 
sound, as well as improved commu¬ 
nications, are going to make 
today’s cheap PCs look like yester¬ 
day's left-overs. Bayers will be 
drawn to consider the features, 
rattier than merely the price, of a • 
personal computer. That, at least 
is what tiie PC industry is hoping. 


MANAGEMENT: MARKETING AND ADVERTISING 



B atman Returns opened two 
weeks ago to mixed reviews 
and the best box office returns 
in Hollywood’s history. 
Warner Bros, the Hollywood arm of 
Time Warner, may not have been able 
to control tbe critics, but the studio has 
carefully orchestrated the marketing of 
tbe movie and related merchandise in 
the hope of producing yet another 
money-making machine. 

Tbe scope for Bat-products seems lim¬ 
itless. There are hundreds of licensed 
goods including T-shirts, Batman torti¬ 
lla chips and cereal, radio-controlled 
Batmobiles, talking Batman tooth¬ 
brushes and, reportedly, a leather 
Catwoman chair. 

The.studio hopes to repeat the 
money-making performance of the first 
Batman film which brought in $251m in 
US ticket sales and about S5G0m in 
related product sales. Merchandise was 
even more lucrative overseas, garnering 
about S800m to sales compared with a 
more paltry $140m box office take. 

By all accounts, the phenomenal suc¬ 
cess of the first Batman movie, which 
set box office records in 19®. caught 
Warner unprepared. The hype started 
months before the movie opened and by 
the time of the first public screening. 
Batman T-shirts could be found on the 
streets of every American city and fash¬ 
ionable New York teenagers sported 
hairdos featuring the Bat-logo. Ail esti¬ 
mated S 200 m worth of merchandise was 
sold before opening night. 

“We gave a licence to anyone with a 
bolt of black cloth," Dan Romanelti, 
president of Warner’s merchandise arm, 
is fond of saying when describing how 
the company ended up with about 19 
T-shirt licensees for the first film. 

This time, the Batman merchandising 
machine kicked Into action years in 
advance. Master T-shirt licences were 
granted to 1991 to only two companies 
- Shirt Shed and Signal Apparel The 


Karen Zagor looks at a multi-million dollar promotion 

Batman returns 
with a vengeance 


licences extend for two years beyond 
the movie’s release. Kenner bas a mas¬ 
ter licence for toys for the second 
movie, with exclusive rights to make 
most of the toys associated with the 
sequel such as Catwoman and the Pen¬ 
guin. Warner will not reveal how much 
it reaps from licensing, but studios gen¬ 
erally get about 10 per cent of the gross 
sales. 

Warner also started discussing links 
with hotels, soft drink manufacturers 
and fast food chains well in advance. 
MacDonald’s, Coca-Cola and Choice 
Hotels came on board, adding more 
than $50m to Warner’s coffers and pro¬ 
viding essentially free publicity for the 
film through their ad campaigns- 
Wamer is expected to spend about 820m 
on its own advertising. 

MacDonald's, whose history of movie 
tie-ins includes Hook and Tbe Little 
Mermaid, has revamped its packaging 
to fit in with the Batman theme to an 
unprecedented degree. There are Bat¬ 
man french fry bags and MacDonald’s 
soft drink cups come with Bat-disc lids 
that double as flying discs. "With the 
movie trailers, the toys and the theme 
parks, it's amazing how well marketed 
It ts," said one industry executive. 
"Everyone knows about Batman." 

Warner also took a different approach 


to the movie's publicity this time, 
waiting until last month before 
unleashing the trailers and ads for Bat¬ 
man Returns. “There was a definite 
design to this programme," said an 
industry executive. “Everything came 
down the pipe very dose to release” 
There is method in Warner’s delay. 
The studio is launching an animated 
Batman television cartoon series in Sep¬ 
tember and hopes to keep the movie's 
momentum going until then. There 
will, of course, be more merchandise 
linked to the cartoon characters. 

W ith this in mind, Warner 
has been trying to avoid 
Batman overkill in an 
attempt to keep consumer 
interest alive through to the important 
Christmas retail season. “Movies have 
roughly a six-month window of opportu¬ 
nity before people move on to the next 
thing," said one industry source. 

Warner may be keeping a tighter rein 
on Batman marketing, but tbe studio 
still has to contend with the problem of 
counterfeiters. The studio estimates 
that in addition to the 20m licensed 
T-shirts sold last time, counterfeiters 
sold another 10m. This time, Warner 
has taken a tip from the credit card 
industry and issued Batman hologram 


labels to mark the genuine Bat-articles. 

The : company, which filed hundreds 
of copyright infringement suits for tbe 
first film, has also hired law firms 
around the country to stamp down on 
counterfeiters. In New York, it is 
employing Dennis Cavanaugh, a former 
CIA officer and now a lawyer at Sel- 
verne & Flam, to coordinate a team of 
part-time Investigators who prowl the 
streets for fakes. 

In spite of the safeguards. Warner is 
bound to lose money to counterfeiters. 
Nor is there any guarantee that Batman 
Returns will bring in the same returns 
as the first film. Ticket sales, while 
extremely strong, started to trail in the 
second weekend. 

Lisbetb Barron, an analyst at S.G. 
Warburg in New York, expects Batman 
Returns to have US box office sales of 
about SISSm and another S12Sm abroad. 
Warner is expected to receive about 53 
percent of the box office gross. She also 
expects merchandise sales to be lower 
than the original “The novelty effect is 
not there for this one, although the 
characterisations are as interesting as 
the first time round." 

However, with total film production 
and marketing costs at about $80m, 
Warner should easily be to the black on 
the US release. 



back down to earth 

Gary Mead reports on French media buying 


T he murky world of 
media-baying to France 
received a jolt on June 
16 when the French newspaper 
La Tribune leaked details of a 
draft report by the Consell de 
la concurrence, the govern¬ 
ment agency equivalent to the 
UK’s Monopolies and Mergers 
Commission which investi¬ 
gates commercial monopolistic 
abuses. 

The Consell has been investi¬ 
gating many aspects of -the 
French advertising market for 
the past two years. 

The result has now been cir¬ 
culated to as many as 70 
advertising networks, media- 
buyers and media owners, all 
of whom have been asked-to 
comment within the next two 
months. The Consell then 
intends holding hearings with 
companies concerned early in 
1993. 

What will follow is open to 
question. Many working in the 
advertising world both in the 
UK and France believe that the 
.Consell will eventually role 
against a number of practices 
how operating to the French 
advertising market, estimated 
to be worth |8bu (£4-3bn) 
■ annu ally. 

The central complaint by the 
Conseil is the- utter lack of 
-transparency in the French 
media-buying business. 

It is comnton knowledge, 
that companies involved to 
media-buying purchase large 
.volumes of display advertising 
spade hi print, radio and tele¬ 
vision and in return receive 
considerable discounts from 
media owners. 

The sole activity of some 
companies such as Carat, the 
biggest stogie pan-European 
operator, is media-buying, 
while others who offer ail 
advertising services have 
formed themselves ■ into 
“clubs” for media-buying 
activities 

. The discounts - which may 
vary between 20 pear cent and 
50 per cent, depending both on 
the volume bought and how 
for to advance of publication 
or.broddcast date - are rarely 
passed on to the advertiser. 

But even that is speculative, 
since those who know the 
scale or the discounting - 
media-buyers and media own¬ 
ers - refose to disclose it, usu¬ 
ally on the grounds of com¬ 


mercial confidence. The Con- 
sefi appears to be arguing that 
far from being a necessary 
trade secret, non-disdosare to 

unfair . 

The Conseil has also ruled 
that, 'until it has drawn up a 
final report In 1993; those 
involved to the media-buying 
mariut are forbidden to com¬ 
ment on the matter. - 
However, that does not pre¬ 
vent everyone . involved from 
engaging to furious conversa¬ 
tions whenever posslble. 

A ccording to the head of 
one. leading interna¬ 
tional advertising net¬ 
work with considerable inter¬ 
ests to France, the ConseJl’s 
.draft report has already been 
misunderstood as ah attack on 
the supposed monopolistic 
position of soma medfe-trayere.. 
. “That is untrue. There art 
no anti-trust problems because 
no stogie madte-buyer has any¬ 
thing like 2fTper cent of the 
market Even^Carat hopes to. 
.achieve: only. 12 ; per cent this, 
year, he said. \ . 

"It's mort an issue of mal¬ 
practice, particularly the issue, 
of double-billing - you get 
one blQ from TFl showing you 
have paid' 80 per cent 7 of the 
advertisfo$ rate and yon show 
your dierit a bill 'saying you' 
have paid 100 per cent It's dte 
graceftil,.-bnt everyone does -it 
because hot to ’ would mean 
being less, competitive;-1 am 
convinced that tocb practice?: 
wfll not be .aroond in' three 
years’ time." \ . .. 

Simeon . Galpert,finance 
director of : The Birkdale 


Group, the UK marketing sei 
vices agency, believes th 
problem is more complex 
since it is undear what th 
media-buying business aetz 
ally is. 

. “If yon go to a French mags 
one and buy 5,000 advertisto 
pages for the next year, nati 
rally yon get a big discotmi 
since you are taking a ris 
. that, a year from now, yo 
. will not have told all thos 
pages. 

• “A 20 per cent discount i 
not big enough to be in th 
risk-broking business. Yo; 
could say that the advertise 
should be getting some of tha 
discount hut, after all, he j 
not the one taking tbe risk.” 

Whatever the rights an 
wrongs, a.phasic questlo: 
. remains- Why have, advertiser 
not taken, action to cut out th 
middle-man, the media-buyer 
, The answer is that some ma 
be planning to do Just that 
. Once-Procter & Gamble, Ne* 
tie, Ford and other advertism 
x giants latch on to the idea the 

- there .is. little to stop thez 
negotiating directly wit] 
media .owners, the days of fa 
profits-for some media-buyer 

. may be numbered. 

\ Perhaps that is one explain 
turn why the- Idler of toten 

- signed on February is by Max 
-rice Levy, chairman of th 
French advertising networ] 
Publicls-FCB Europe, to job 
Omnicom and . WPP in Th 

\ Media Partnership.media-bus 
tog club, and which was schet! 
r hied to be put toto operation 
. by March at how appears ti 
. be, to suspended .animation. 
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pared to 


THE BEST INTENTIONS -■- 

Kile August - 

“7 THE RAPTURE ' 

Michael Tolkin 

The INNER CIRCLE . - 
Andrei Konchalovsky : 

_ CASABLANCA : . 

Michael:Curtiz '•/ - 

I t is CaDnesFUm festivaldeUvery 
fortnight A week after the Him 
that by wide ; consent should 
have won the 1992 Gorden Palm, 
Robert Altman's The Player, we wel¬ 
come to Britain the film, that did win 
the Golden Paha, Bale August's The 
Best Intentions. ■ - . . 

In the auteurist shorthand used and - 
abused today, we say “Altman’s” and 
“August's" films. But The player 
owed much of its crackle to Michael 
Tolkin's script from his own novel 
(For more about Mr T read On in this' 
column.) And The Best Intentions 
boasts a script by In gmar Beirginan 
based on the hves~of his own patents.' 
Who is to call it an August-filmrather 
than a Bergman film? . . . J : ” 

It Is certainly a long film. Three 
hours, and even that a digest of the 
six-hour serial version simultaneously 
prepared for TV. If pressed against a ' 
wall by a man with a gun, I would say 
that in some respects'TOe Best Inten¬ 
tions is not a film at all: more a roman . 
/leave in pictures about the love 
between a rich girl with a possessive 
family, played by PeraiUa August - 
the director's wife, who won the 
Cannes best actress prise r .and a 
young pastor with a blond moustache 
and a live-in guilt complex (Samuel 
Frohler). 

Yet 29 minutes into this story, we 
scarcely care what aesthetic category 
we put it Into. Film or mini-series, 
family album or novel-with-pictures, - 
it surges majestically through the 
century’s early years as Bergman : rec¬ 
reates the bitter-sweet romance of his 
mother Anna and hither Henrik. Hen 
rik is a cold-eyed, Lutheran priest, - 
Anna a walking nervous'breakdown - 
Between them, in snowscapes and 
lakelands that, dazzle- the eye, they- 
create the conditions of elegiac 
dementia in which young Ingmar 
could he born. . 

This is a prequel to Fanny And 
Alexander. .Some of the same gusty 
relatives tack and - billow: across the 



screen,, as. 
played obi^ 
. Anna's".-In 
Swedish; Ik 
Pima' (Max; 


ment yanations are 
2 teme‘bf family fife, 
^wealth-encrusted 
fide, from raspy old 
^tow). who watches 
isTtauChte mound of 
do**, to melting-eyed 


pudgy 1 former beauty who 
bides taBerves of maUpe in the folds of 
her outwjfrd^Jrirulneas. i Meanwhile 
HterikXJfem^is^ peasant 
^ wilds and his 

departed fi^BrSas^been Replaced by 
. air 'IruSsible^^Iacalilei. incompre- 
henaHte.'God|^^v . . 
V^Th^y^e^^te^ parente are vis- 
iie^S^i|||^ihfren and children's 

anti Anna quarrel 

.■itf tj^^nOTfti&uhd ptoash, which 
look^^^^is^seriiion’s throw from 
the :their little, son (lag- 
'mar’js^C^- tirdther) is hearty mur- 
.aered;-fey|thd Utterly ■ jagamiifliia they - 
adr^tpat of Christian kindness. He is 
a cpi5sin to ;afi feose haunted, sfcark- 
-eyed; urchin4 who have prowled 
ttedhgb-BergmarOs films from The 
SkoerithSealtoThe Silence. 

Wonderfully elliptical even at its. 
[spnfcl$ng length, the fllm never'. 
: “explains" unhappiness or inhnrnan. 
i^;^ mer?!ly _exposes it vividly, 
impassively, surgically on the ’ 
show^Mte'sheef,of the story’s scenic; 
-opeiathigiabte.,...' .... ... 

. Barman the writer has'lost none of 
bls^rilL^ pia£mWaci%6ticm to tlw bone. 
and then beyond to rim marrowy Quar¬ 
rel scenes have alacera ting force; rec- 
oncifiations a melHng poignancy; 
sil^cesaterr^lymgainbigiiity.H The 
Best Intentions" ikless than the'best of 
Bergman aa a fUm — less than Hour 
Of The WtRfor* Persona or Fanny And 
Alexander Is because August is 
more skilled ' shap in g -ner forinapces 
. than shaping ; screen pictures.. Berg¬ 
man would have let the madness of 
human hope and despair spill out into 
toe fighting add camerawork. August 
iberely records that madness in the ~ 
pa-fornances^ toit the performances 
at- best, especially from Mrs August, 
are richness enough. . . 

: .* 

If God a supporting villain in The 
Best Mentions, he is the arch-villain 
In Michael Tolkln’s The Rapture. The 
vfriter of The Player wrote and 
directed thin electrifying fable about 
the -evils of Christian fundamental- 
ism-Made on a minlbudge^, it is part 
satire, jjart melodrama, put; visionary 
B-movie. Oneoah Imagine the moguls 
licking their lips. “She was only a 




Pernilla August, award winning actress in Bille August’s The Best Intentions 


7 switchboard operator,” the advertis¬ 
ing copyline might run, “but she 
. found a'hot line to Heaven.” 

. . The film's crazed primitivism is its 
strength. Mimi Rogers, who is fast 
turning into todajPs Barbara Stan¬ 
wyck. plays the telephone employee 
who 'gives up her life as a daytime 
drudge and night-time debauchee - 
attending swinger orgies with her 
suavely, greying boyfriend Patrick 
Bauchau - when God calls her “col¬ 
lect”. 

Will she pay for the call? Yes 
Indeed. A bright light, a vision, a 
death; then the poignant pleadings of 
her little daughter- Soon Miss R is out 
in, the desert waiting for. God to 
snatch up her and the little one in a 
pre-Judgment Day “rapture." But God 
moves in mysterious ways, especially 
when He is the God of America's 
born-again fundamentalists. Even 
when Gabriel’s horn sounds in the 
film ’s astonishing finale, mystical 
triumphalism is nowhere in sight. 
And the horsemen of the apocalypse 
pound unfeeling through the. mires of 
human grief and disenchantment 

If I spell out more of the plot your 
own astonishment will be ruined. The 
Rapture has. a few first-time film-mak¬ 
er's faults: the over-urgent piling on 
of saleable ingredients (sex, drugs, 
sudden death), too many plonk-the- 
camera-dpwn dialogue scenes. But it 


also has a first-time film-maker's 
miraculous innocence. Scenes that a 
veteran would claim you “could not 
do" are carried off here with a sub¬ 
lime insouciance. 

The message of the film is that mir¬ 
acles do not happen: or not the useful, 
daily miracles we pray for as distinct 
from the global magic act we all await 
on Judgment Day. But this film is a 
miracle of its kind: a story that 
pierces the veil between here and the 
beyond with a rough magic Ear more 
powerful than the whimsical mysti¬ 
cism we have grown used to with 
Ghost and company. 

* 

The Inner Cirde is set in a city where 
everyone speaks English with a stren¬ 
uous Russian accent It is Moscow in 
the 1940s, where according to writer- 
director Andrei Konchalovsky 
(Marta's Lovers, Runaway Train ) a 
young man in the likeness of Tom 
Hulce served as film projectionist to a 
man with a walrus moustache and 
Oriental eye make-up called Joseph 
Stalin (Alexandre Zbruev). 

While our hero' falls under the 
tyrant's evil spell, his wife (Lolita 
Davidoviclp busies herself swinging 
between liberal goodheartedness - 
she pays forbidden visits to a sickly- 
sentimental Jewish orphan (Bess 
Meyer) - and cynical despair. In the 
latter mode, she lends ter body to 


Theatre/Mal:^^ . 

All’s Well that Ends Well 


Jazz/Garry Booth 

Tuck and Patti 


The only common view about All’s 
Well that Ends Wdl is that it is not - 
Shakespeare’s best play: It lads both 
a central character and an Identifiable 
central theme and althou£i it cannot 
be categorised as anything other than 
a comedy, it Is not very funny. 

Having some fondness for the piece; 
my own view has been that the best 
way to approach it is to play up the 
part of Helena, the woman who cures 
the King of France of his near-fatal 
illness, and is allowed to pickthe hus¬ 
band of her choice (Bertram) as a 
reward only to find that he rejects her 
and goes off to the wars. She catches 
up with him in the end by conceiving 
his chil d while he thinks he is in bed 
with another woman. . - 

That is emphatically not the view of 
Sir Peter Hall, making a return to the 
Royal Shakespeare Company after nn 
absence of 20 years. Hall's approach Is 
to play the piece slowly, even ponder¬ 
ously, warts and all. just in case we 
miss anything. At 'the end of the first' 
half, I thought that he was overdoing 
the literalness at the expense of enjoy¬ 
ment. The second halt, to whic h he 
developed an anti-war theme, is very 
good Indeed; In the end Hall has 


directed AO's Well at rile Swan Thea- 

tre in the way that it appears to have 
been written: an Imperfect, puzzling 
piece fhll of reminders of characters 
to other Shakespeare plays, bat none 
of them developed. 

- Hall’s central figure is Parolles, a 
follower of Bertram, who claims to be 
fifflofmfiitaiy expertise and magnifi¬ 
cently played' here by Michael Sib- 
erry. There is a touch of Malvolio to 
him, but also of characters from Ben 
Jenson. In the first half he Is teased 
for being extravagantly over-dressed. 
However, there Is more than a touch 
of FalstafE not Falstaff the drinker of 
sack, but the cowardly braggart who 
ultimately realises the terrors of war 
more-than Ids follows.-The contrasts 
between SOwny to Us early finery 
and later tatters and the changes to 
l 2 js physical movements are hreaih- 
takingly stark. 

By stressing the role of Parolles, 
Hall has not solved the problems of 
the play. The chief riddle is Bertram, 
ft Is understandable that he should 
object to havtoga wife foisted mi him 
by the King of France, but that is no 
reason why-he--should be. so gro¬ 
tesquely rude, to her. There are ele¬ 


ments of Corolianus in him, even 
^ down: to having s similar kind of 

- mother. 

Bertram is an impossible part to 
: play convincingly and It is a tribute 
to Toby Stephens (as it is to Hall’s 
direction) that he gets better as the 
{Hay goes on. As bis mother, Barbara 
Jeffbrd is impeccable throughout, but 
. tiie text doe not give ter the opportu¬ 
nities of a Roman matron. 

Richard Johnson's King locks strik¬ 
ingly sick at the start, but becomes a 
dominant figure towards the end. And 
, if you wantan example of how to play 
a small part to perfection, watch 
Ahdrde Evans as the .widow who 
helps to arrange the bed-trick on 
which the plot turns. 

Helena is played by Sophie Thomp¬ 
son: She comes out as a mousy- 
looking woman, whom one can well 
understand Bertram wishing to avoid. 
It would add to the magic of the play 
if she were allowed to be one of 
Shakespeare's most vivacious hero- 

- toes, making Bertram’s rejection of 
her more inexplicable and therefore 
more Interesting. After all she is an 
intelligent and inventive woman. Why 
can't she be attractive as well? 


1 was determined not to enjoy 
husband and wife team Tuck and 
Patti from the moment I saw them 
likened to Wes Montgomery and 
Sarah Vaughan and Fred and Ginger 
on London's bill boards. When the 
compere warned ns that we were 
about to experience an evening of 
love and togetherness I almost bolted 
for the door. But, shucks, after 14 
years of togetherness and 11 years 
marriage, the cuddly couple really 
have found an irresistible way of 
spreading connubial bliss. 

Tuck Andress, a 1970s throwback to 
large white suit, permed hair and 
gormless expression, plucks adeptly 
at a large semi-acoustic guitar while 
. the missus, Patti Cathcart, a contralto 
cross between Joni Mitchell and 
Chaka Khan, does likewise with the 
heartstrings, “love relates both night 
and day, doesn't matter where you 
are," she boomed generously to Hor¬ 
ace Silver’s “Togetherness" tune. 

They make an extraordinarily 
relaxed pair. Their molasses-laden 
material - which ranges from "The 
black mining hills of Dakota" to 
Cyndi Lauper’s “Time after time" - 
washed pleasantly over us, Patti 


being both reassuring and comfort¬ 
ably raunchy in ter vocal acrobatics. 
“People tell me I don't sing the 
blues," she complained to squeals of 
approval, “Well ah do ever time ah 
wear these shoes... I got those high 
heeled blues.” Tuck, who spends most 
of his time slavishly accompanying 
her tear-jerking cadenzas has his 
moment too: when Patti leaves to 
recharge her emotional batteries. 
After an overlong comic Interlude, a 
la Rowan & Martin, the guitarist 
launched into a powerful percussively 
harmonic version of Michael Jack¬ 
son's “MLrrorman," of all things. 

Although black and white images of 
soppy Sonny and Cher are conjured 
up by this extraordinary double act, 
they have tremendous musical value. 
Even a cheerless number about a 
mute crippled girl whose wheelchair 
has rolled to the cliffs edge is no 
cause for real sadness when Patti 
sings it Tuck & Patti perform good 
tunes, simply and with panache. If 
they exploit the sentimentality of the 
permed classes, so be it. I saw at least 
two better halfs being helped out in 
tears, so they must be doing some¬ 
thing right 


Opera/Andrew Clements 

The Trojans 


Bob Hoskins, alias KGB chief Beria. 
They make love in his private train 
compartment as the rolling-stock of 
history rattles towards Stalin's final 
days. 

The first film ever shot in the corri¬ 
dors of the KGB, let alone Beria's 
train compartment, The Inner Circle 
is also the umpteenth film to turn 
truth-based political tragedy into dial- 
a-clich6 melodrama. Overacted by 
almost everyone to sight and scripted 
for stark risibility - “F—off" says 
Stalin to a VIP petitioner early on and 
the dialogue does not improve - it 
comes to life only when raiding his¬ 
tory direct The climactic scenes of 
people literally trampled to death in 
the crowds Jostling towards Uncle 
Joe's coffin shows the grim punish¬ 
ment that awaits a nation that mis¬ 
judges its leader during his life and 
turns misjudgment into deification 
after his death. 

+ 

Casablanca is 50 years old and has 
also undergone deification. But no 
misjudgment here: the film is still a 
classic. Re-opening in a new 35-mm 
print, it reanimates Bogart. Bergman 
and company and sets them dancing 
through Rick’s Cafe Americain as the 
dialogue crackles, the romance revs 
and Dooley Wilson at the piano keeps 
telling us we must remember this. 
Who on earth could forget? 


Launching brand new 
productions of both The Ring 
and The Trojans within a sto¬ 
gie season suggests estimable 
resources and high ambition. 
The Theatre de (a Monnaie has 
done just that Herbert Wer¬ 
nicke's much praised staging 
of The Ring last autumn cele¬ 
brated the end of Gerard Mor- 
tier’s reign as the house's 
director, and now the Berlioz 
has arrived as the first major 
project of Bernard Foccroulie's 
stewardship. 

Evidently keen to establish 
his post-modern credentials 
right from the start, Foccroulle 
gave the German producer 
Peter Mussbach responsibility 
for the production; Sylvain 
Cambreltog, the house's musi¬ 
cal director, is the conductor. 
Mussbach's stature continues 
to grow to Europe; next year 
he becomes chief producer at 
the Frankfurt Opera, when 
Cambreltog becomes Its direc¬ 
tor. My own encounters with 
bis operatic work had broken 
just about even before this - 
an imaginative, visually arrest¬ 
ing realisation of Wolfgang 
ftlhm ’s new opens to Hamburg 
last January set off ag ains t the 
absurd version of Idomeneo he 
made for Amsterdam a year 
ago - but the new Troyens 
very definitely left the account 
on the debit side. 

While Mussbach does con¬ 
jure up some passages of keen 
visual inspiration, they are 
invariably beside the dramatic 
point; there is little illumina¬ 
tion or even a suggestion that 
the production has got to grips 
with the substance of the work 
itself. The sets by Lucio FanU 
are dominated by by blood-red 
pillars which infiltrate every 
scene; Joachim Herzog’s cos¬ 
tumes - grey overalls and 
mob caps for the chorus to the 
Trojan scenes, the same in 
orange for Carthage, while the 
principals wear a timeless mix- 
hire of finery - are unin¬ 
spired. 

If the production has a thesis 
at all. It appears intent on 
depersonalising the opera, 
switching the focus from the 
protagonists to the Trojan and 
Carthaginian peoples in turn. 
So to the first part Cassandra, 
Chorebe and the rest are swal¬ 
lowed up by the chorus, and 
their own personal problems 
subsumed into those of the 
masses, while in the second 
Didon and Enee are just one 
more lovesick couple In a peo¬ 
ple devastated by the same 
sickness. That Berlioz’s music 
consistently tells us otherwise 


is a difficulty this concept 
never quite overcomes. 

There's also a determination 
also avoid anything that might 
seem like an operatic set piece 
- the chorus admire a Trojan 
horse standing somewhere in 
the wings, the Royal Hunt and 
Storm offers some vaguely sug¬ 
gestive liaisons, and the ballet 
is illustrated by desultory 
cross-stage traffic. The chorus 
spends much of the first half of 
the opera writhing on the 
ground and the rest of the rime 
upstaging the principals. 

Cambreling's conducting was 
brisk and unfussy. but the 
orchestral playing was never 
quite clean and precise enough 
to make the musical account 
as invigorating as it should 
have been, but the singing of 
the female roles to particular 
saved the day. The casting of 
the Cassandre tFrancoise Poi- 
let) and Didon (Kathryn Har¬ 
ries) was as good as one has 
any right to expect, though 
Harries was far better served 
by the production than Pollet. 
This Cassandre has to make 
her vocal presence felt largely 
from up stage, and frequently 
with the massed chorus teem¬ 
ing to front of her. She is not 
the most compelling stage 
presence, but her diction is 
wonderfully clear. 

Harries was allowed a good 
deal more space and her move¬ 
ment and gesture delineated 
the presence still further. Her 
mastery of this role continues 
to deepen; it has developed 
even beyond the level of her 
performances for Scottish 
Opera to 1990. There is now a 
weight of expression in every 
single phrase, a sense of each 
element in the portrayal fitted 
perfectly into place. That she 
was able to make her singing 
so affecting in these Inhospita¬ 
ble dramatic circumstances 
was sufficient tribute to itself, 
and she was supported too by 
an excellent rich-toned Anna 
from Elzbieta Ardam. 

The male characters were 
not realised with anything like 
the same intensity. Ronald 
Hamilton’s Enee was short of 
stature and in his phrasing; 
both William Stone’s Chorebe 
and Reinhard Hagen's Narbal 
were out of focus, though there 
was an interestingly misan¬ 
thropic lopas from Barry 
Banks. The chorus, of whom so 
much is expected in this pro¬ 
duction, was efficient if not 
sonorous, and on its own was 
never likely to provide the 
sense of epic so lacking else¬ 
where. 





Elzbieta Ar dam and Kathryn Harries 
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AMSTERDAM 

incertgebauw 20.15 Hans Vonk 
tnducts Rotterdam Philharmonic 
rchestra In DvofAK’s Cello 
tocerto and New World 
fmphony. Tomorrow: Ton 
iopman conducts Amsterdam 
iraque Orchestra In works by 
indei. Haydn and Cimarosa. 
in: CombatfimentoConsort 


lTHENS 

EEHS FESTIVAL 
ight's performance in the 
on-of Heracles Atticus 
ures the Bolshoy Ballet 
do! in choreographies byf Yuri 
proviGh. Tomorrow and Sat: 

anxm Ensemble °* the Bor, ! n 
harmonic plays chamber 
tfc by Hindemith, Schubert 
Woven and Terzakis. Sun 
Mom Slovak Philharmonic 
heatra (322.1459) 

MURUS FESTIVAL 
annual festival of ancient 
hrffl the 14,000-seat 
totttjeatre at Epidauns has .. 

brmances of plays by 


Sophocles, Euripides and 
Aristophanes on most weekends 
In July and August Tomorrow: 
Sophocles' Oedipus Tyranhus. 
Sun: Euripides’ Alcestis. 
Performances begin at 2-1.00. 
Tickets are available daily at toe 
Athens Festival box office (322 
1459), or at the theatre of 
Epidaurus every Thurs, Frl and 
Sat (0753-22006)_ 

■ FRIBOURG 

The annual Festival of Sacred 
Music In the Swiss town of 
ft-fbourg opens tomorrow and . 
mns till July 12. The opening 
concert In the Egllse du College 
Salnt-Mlchel consists of Haydn's 
The Seasons, performed by the 
Stuttgart Chamber Choir with 
soloists including Nancy Argenta.- 
The Sc ho la Can to rum Basillensis 
gives a Palestrina programme 
on Saturday, and John Poole 
conducts toe Groupe Vocal de 
Prance In Sunday's concert of 
music by Giles Swayrie, Delius, 
Britten, Milhaud and Messiaen. 
The cathedral choir of Christ 
Church, Oxford, sings music by 
Taverner, Byrd, Tallis, Palestrina 
and,Edward Harper on Monday. 
Other guest artists include the 
Croydon Singers and the Arditti 
String Quartet (Office du - 
Tourism© de Fribourg. Square 
des Plates'1,1700 Fribourg. Tel 
37-232555) _ -' 

■LONDON 

theatre 

• English'Shakespeare 
Company's London season runs 
till July 18 at Richmond Theatre; . 


with Macbeth directed by Michael 
Bogdanov and starring Michael 
Pennington, plus Twelfth Night 
directed by Pennington 
(Richmond, 20 mins Waterloo 
BR or District Line, 081-940 0088). 

• A new National Theatre 
.production of Shakespeare's A 
Midsummer Night's Dream, 
directed by Robert Lepage, starts 
previewing tomorrow at the 
Olivier, Press night next Thurs. 
The National’s repertory also 
includes two acclaimed 
productions by Declan Donellan: 
Lope de Vega's Fuente Ovejuna 
and tony Kushner’s Angels In 
America (071-028 2252). 

• Philip Prowse’s RSC 
production of Oscar Wilde's 
social comedy A Woman of No 
Importance stars John Carlisle 
as Lord Illingworth (Theatre 

. Royal Haymarket 071-930 8800). 

• .Tommy Tune's 
award-winning musical Grand - 
Hotel opens on Mon for a limited 
‘run at the renovated Dominion 
Theatre (071-413 1411). 

•. For ticket information about . 
all West End shows, phone 
Theatrefine from anywhere in 
the UK: Plays 0836 430969 
Musicals 0836 430960 Comedies 
-0838 430981 Thrillers 0836 430962 

MUSIC AND DANCE 
Coliseum 19.30 Ballet of toe - 
Deutsche Oper. Berlin, In 
choreographies by BOjart, 
Christopher Bruce and Bill T 
Jones, also tomorrow. Sat Peter 
Schaufuss 1 production of Giselle, 
Next week: Australian Ballet 
(071-836 3161) 

Barbican 19,45 Colin Davis 
conducts the LSO In works by 


Stravinsky, Beethoven and 
Berlioz, with Yuri Bashmet viola 
soloist Sat Joshua Rlfkin plays 
Scott Joplin. Sun: Willard White 
and Cynthia Haymon sing 
excerpts from Porgy and Bess 
(071-638 8891) 

Royal Festival Hall 19.30 James 
Blair conducts YMSO and choirs 
In Schoenberg's Gurrelleder. 

Sat Lorraine McAslan plays 
Bruch's Violin Concerto (071-928 
8800) . 

Queen Elizabeth Hall 20.00 Opera 
North production of Robert 
Saxton's Caritas. Sat Chelsea 
Opera Group concert 
performance of Marion Le&caut 
Sun afternoon: Nash Ensemble 
plays Schubert (071-928 8800) 
Covent Garden 19-30 Don 
Pasquale. Tomorrow: Cheryl 
Studer recital. Sat Carlo Rizzl 
conducts first night of John Cox’s 
new production of II viagglo a 
Reims, with Montserrat CabaJto. 
Sun: English Bach Festival 
production of Gluck's IphigOnSe 
en Tauride (071-240 1068 ) 

■ MONTREUX 

The 1992 Jazz festival opens with 
two acoustic concerts tonight 
and tomorrow featuring Joe 
Cocker. Was Not Was and Annie 
Lennox. 

Saturday to Western Beat night 
with Emmylou Harris and toe 
Nash Ramblers. 

Sunday is Tropical Night with 
Mario Bauza’s Afro-Cuban 
Orchestra, Rite Lee and Simone. 

Other guests at the festival, 
running till July 18, include Eric 
Clapton, Gladys Knight. Rlngo 
Starr's All-Sta>r Band, Herbie 


Hancock and Wayner Shorter 
(21-963 8282) 

■ PARIS 

MUSIC AND DANCE 
Opera Comique 19.30 Maurizio 
Barbaclni conducts Michael 
Hampe's Cologne production 
of two Rossini one-act comic 
operas: La camblale di 
Matrimonio and II signor 
Bruschino. Runs till July 12, next 
performance on Sat (4286 8883). 
Tomorrow and Sun In Palais 
Gamier: II barbiere dl Sivlglia 
(4017 3535) 

ChAtelet 19.30 John Eliot 
Gardiner conducts Cosi fan tutte. 
Final performance on Sun (4028 
2840) 

Theatre de la VIHe 20.30 
Tanztheater Wuppertal in Pina 
Bausch's latest dance creation. 
Also tomorrow and Sat (4274 
2277) 

THEATRE 

• Bal Masque: Mikhail 
Lermontov's drama tells toe 
tragedy of a man who murders 
toe wife he adores because he 
suspects her of infidelity. 

Directed by Anatoli Vasiliev. In 
repertory with plays by 
Beaumarchais and Molidre 
{Cornedie Frangaise 4015 0015). 

• A Slight Ache: Harold Pinter's 
1959 play directed by Frdd6ric 
Fuster (Theatre de (a Main-d'or 
Bells de Mai 4805 6789). 

• Adieu monsieur Chekhov: 
Cdline Monsarrafs play about 
toe playwright's final years 
(Lucemaire Forum, Centre 


national d’art et d’essai 4544 
5734). 

• A 24-hour recorded telephone 
guide to Paris entertainments 
Is available in English by dialling 
4720 8898 


■STOCKHOLM 
Arnold Ostman conducts a 
programme of symphonic music 
by Haydn at Drottnmgholm at 
20.00 on Saturday and Sunday. 
The next operatic event at the 
Court Theatre takes place on 
July 16, when Ostman conducts 
the first night ol Gilbert Blin's 
new production of Gluck's Orfeo 
ed Euridice, in the version written 
for Parma in 1769 (660 8225) 

■ TANGLEWOOD 

The Boston Symphony 
Orchestra's summer home hosts 
its first orchestral event of toe 
season tomorrow evening, when 
Seiji Ozawa conducts Dvorak's 
New World Symphony and Anne 
Sophie Mutter makes her 
Tanglewood debut in Mozart's 
Fifth Violin Coneerto. 

The annual Independence Day 
celebration on Sat takes the form 
of a concert by Arlo Guthrie and 
Judy Collins, followed by a 
fireworks display. Sun: Roger 
Norrington conducts a 
programme of Berlioz and 
Walton, with Midori playing 
Bruch's Scottish Fantasy. 
Tonight's chamber music concert 
Is by the Beaux Arts Trio. Next 
Fri: Jessye Norman sings Richard 
Strauss. July 14-19: Beethoven 
week (413-637 1940) 


European Cable and 
Satellite Business TV 

<all time* GET) 

MONDAY TO FRIDAY 
CNN 

2000-2030. 2300-2330 Y.'orld Su*i- 
noss Today - a jomi FT/CNN pro¬ 
duction with Gran: Perry and Conn 
Chapman 

Sup«r Channel 

0830-0900 [Mon) FT E£St Europe 
Report - weekly indepih analysis 
from FTTv 

2130-2200 jTuesi Media Europe - 
what's now in European media 
business 

3130-2200 (Wodt FT Business 
Weekly - global Business rep^r: 
with James Bdiiiri 
0830-0300 {Thurs) Media Europe? 
2130-3200 (Thurs) FT Ea*:*i , n 
Europe Report 

0830-0900 f Fr*l FT Susnoss 
Weekly 

Sky Wews 

0130-0200 tMon). 2130-2200 
(Triursl, 0830-0*500 iFru FT Busi¬ 
ness Weekly 

SATURDAY 

CNN 

0900-0930 Werld Business This 
Week - a |Oini FT'GNf) production 
1900-1930 World Business This 
Week 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

wsa-noo. IflOO-iSJO ;vor.y Busi¬ 
ness This week 

Super Channel 

1 BOO-1030 FT Busir.oss Weekly 
Sky No ws 

1330-1400. 2030-2100 FT Busness 
Weekly 
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Credibility test 
for Bonn 


WHEN GERMANY was reunited 
in October 1990. its friends and 
allies hoped that Europe's pivotal 
nation would meet its new chal¬ 
lenges and responsibilities in a 
way which would maintain its 
credibility as a reliable partner of 
the west. That credibility has now 
been sorely strained by the deci¬ 
sion. confirmed by the Bonn cabi¬ 
net yesterday, not to go ahead 
with production of the European 
Fighter Aircraft (EFA) developed 
at a cost of £8bn with Britain. 
Italy and Spain. 

The Bonn government is under 
strong pressure to take high- 
profile action to reduce its budget 
deficit. Additionally, Chancellor 
Helmut Kohl's administration has 
to show that it can successfully 
draw up post-unification priori¬ 
ties. For Bonn's political leader¬ 
ship, these twin aims pose a great 
test; beating a retreat from the 
EFA production hangar is, unfor¬ 
tunately. the wrong way to accom¬ 
plish them. 

On financial, industrial and 
strategic grounds, the decision 
appears to be misguided, for three 
reasons. The step may end up 
wasting more money than it 
saves. It risks considerable disrup¬ 
tion and uncertainty in a highly 
important sector - the aerospace 
industry - which the German 
government has done its best to 
restructure and make competitive 
under the aegis of Daimler-Benz. 
Finally, the move fails to answer 
the question of how Germany will 
secure its air defences over the 
medium term in a world which, 
despite the ending of the Cold 
War, will not remain threat-free. 


Cheaper aircraft 
The German government has 
left open the possibility of negotia¬ 
ting with its partners on a cheaper 
and lighter aircraft, still to be 
modelled on the EFA. But there is 
only the slimmest of hopes that 
this can be accomplished on a sat¬ 
isfactory basis. Rather than keep¬ 
ing other governments, air forces 
and aerospace companies guess¬ 
ing, the Germans now have a duty 
to tell their EFA partners exactly 
how they intend to acquire their 
next generation of combat air¬ 
craft, and with which other coun¬ 
tries - if any - they propose to 
co-operate in fulfilling that need. 
A continuation of Bonn’s present 
ambiguity would provide the 
worst possible framework for 


industrial planning. It would also 
buttress the suspicion, already 
raised by Bonn’s dilatoriness in 
areas Like the Gatt talks, that 
indecisiveness has become an 
endemic part of German policy¬ 
making. 

Fresh collaboration 

Mr Volker RQhe, the defence 
minister, has indicated that other 
countries outside the EFA quartet 
might be invited to join in fresh 
collaboration. For political rea 
sons, Mr Kohl would have strong 
motives in extending an entry 
card to France, which is pursuing 
development of its smaller Rafale 
fighter, designed for ground attack 
and naval operations rather than 
air defence. Certainly, if France, 
Germany and Britain bad decided 
to co-operate on a new-generation 
combat aircraft In 1985, rather 
than going their separate paths, 
the industry would be in a better 
position to surmount the present 
problems. A German attempt to 
reopen aeronautic fiangailles 
across the Rhine might however 
have a highly debatable outcome. 
The French would have to aban¬ 
don the already-troubled Rafale 
project and start again on a new 
aircraft - without any assurance 
that it would not end. like the 
EFA, in tears. 

In reacting to the EFA imbro¬ 
glio. Germany's partners must 
consider a range of difficult 
options. German withdrawal from 
the production phase need not 
totally undermine the economics 
of the project. But it may damage 
the aerospace industry’s claim 
that the EFA is cheaper than any 
other comparable performance 
alternative - including off-the- 
shelf aircraft from the US. A thor¬ 
oughgoing attack on costs, involv¬ 
ing cheaper avionics and weapons 
systems, as well as streamlining 
production and assembly work, 
will be necessary in any event. 
Draconian cost cutting would 
indeed be needed to regain Ger 
man participation, as the German 
aerospace industry hopes, at a 
later stage. The chances of tempt¬ 
ing the Germans back into the 
EFA fold may be extremely slight, 
but they should not be completely 
abandoned. If, on the other hand, 
the nein turns out to be definite, 
Germany will have to realise that 
ending this particular alliance will 
have political as well as industrial 
consequences. 


The UK’s EC 
presidency 


WHAT CAN reasonably be 
expected of the UK presidency of 
the European Community? One 
thing at least can be hoped for 
that the UK should start from sen¬ 
sible priorities. It should, this 
once, let internal developments 
largely take their course, and con¬ 
centrate instead on the EC's exter¬ 
nal obligations. 

This is not to deny that the 
internal agenda of the EC is a 
substantial one. On it, for exam¬ 
ple, can be found completion of 
the single market, the “Defers IF 
proposals for an increase of one 
third in EC revenues by 1997, rati¬ 
fication of the Maastricht treaty 
and enlargement. 

Among these items, the UK 
presidency should focus on com¬ 
pletion of the single market pro¬ 
gramme, which will probably con¬ 
tribute more to the welfare of the 
ordinary European than every¬ 
thing else on the table. 

If the UK is as committed as it 
claims to the ratification of the 
Maastricht treaty, it will also have 
to accept an increased EC budget. 
The need for budgetary discipline 
remains. But it would be foolish to 
allow everything to be halted over 
whether the EC spends L37 per 
cent of its forecast gross domestic 
product by 1997 rather than only 
1.2 per cent. 

Ratification of the Treaty on 
European Union is now in the 
hands of the French voters. Only 
when the treaty has jumped this 
and the other national hurdles, 
will it be possible to go back to the 
Danes. For the moment all the EC 
can do is wait and hope. 

The British government’s pro¬ 
posed bait to the Danes is an elab¬ 
oration of the concept of "subsid¬ 
iarity”. This is to be convincing 
enough to change the Danish vote, 
but not so convincing that it 
amounts to a renegotiation of the 
treaty. 

Intellectual jellyfish 

This looks a hopeless quest, not 
merely proceduraUy. The relevant 
article of the treaty states that 
In areas which do not fall within 
its exclusive competence, the 
Community shall take action, in 
accordance with the principle of 
subsidiarity, only If and in so for 
as the objectives of the proposed 
actions cannot be sufficiently 
achieved by the member states 
and can, therefore, by reason of 


the scale or effects of the proposed 
action be better achieved by the 
Community." How can backbone 
be inserted into this intellectual 
jellyfish? 

The UK would argue that inter¬ 
ference in working hours is a vio¬ 
lation of subsidiarity. Others 
claim that it is the EC's crusade 
against state aids which must be 
moderated. The meaning of sub¬ 
sidiarity depends, therefore, on 
what people think can be “better 
achieved" by the EC. The notion 
cannot determine what the EC 
would, in feet, achieve better. 

Further centralisation 

Little less hopeless is the UK’s 
zeal for an immediate start on 
enlargement. It cannot be 
broached until it is dear what the 
new members are to join. Nor can 
one ignore the difficulty - adum¬ 
brated by the Commission before 
the Danish “no" - that the EC, 
already unwieldy, would become 
unmanageable once it has a host 
of additional members. Further 
centralisation of power would 
probably be inevitable, at least if 
the EC is not to turn into the free 
trade area that the UK’s partners 
have rejected for a generation. 

Once one has eliminated the 
impossible, one most concentrate 
on what is left, however improba¬ 
ble. The EC represents a quarter 
of the world economy; it is the 
world's biggest trading power and 
by far the most important eco¬ 
nomic partner for eastern Europe 
and the former Soviet Union. Here 
are challenges that will not wait, 
challenges that will figure on the 
agenda of the summit of the group 
of seven industrial countries in 
Munich next week. 

Here also is where leadership is 
needed, Mr Major did not have 
much success as chairman of the 
last G7 summit Perhaps he can do 
better as president of the EC. It is 
difficult to accept that Infinitesi¬ 
mal differences over form policy 
should still block a deal with the 
US over the Uruguay Round of 
multilateral trade negotiations. It 
is depressing that the need to 
open markets to the products of 
eastern Europe and the former 
Soviet Union should still be 
evaded. The world needs EC lead¬ 
ership now. If the UK cannot pro¬ 
vide such leadership, what good 
are its pretensions to a global 
vision? 


F or many years car manu¬ 
facturers in the west 
have waited impatiently 
for the aggressive inter¬ 
national expansion of 
Japan’s automobile industry to lose 
its cutting edge. The time may 
finally be coming. 

Japan's carmakers are deep in a 

recession which is likely to leave 
lasting scars. Increasingly, industry 
leaders believe the downturn has 
brought to a close an era of rapid 
expansion, and will mark the 
advent of a more mature industry. 

“The Japanese automobile indus¬ 
try is at a turning point," says Mr 
Yutaka Kume. chairman of Nissan 
Motor and, as chairman of the 
Japan Automobile Manufacturers 
Association, the industry’s leading 
spokesman. “We have to adopt new 
policies and strategies. We should 
not depend on numbers, on the 
quantity of production for profit¬ 
ability” 

Mr Kume believes that Nissan 
and the other Japanese carmakers 
need to wean themselves off 
ingrained habits, which mean that 
companies have narrowly pursued 
sales and bigger market share, often 
at the expense of short-term finan¬ 
cial gain. With profits now falling 
sharply and prospects for growth 
waning, the Japanese industry is 
being forced to pay more attention 
to immediate financial returns. 

The full impact of this change in 
outlook remains to be seen. But 
airpady this year Nissan has pulled 
out of marginal markets in Austra¬ 
lia and Peru by closing assembly 
plants. Toyota Motor, Japan’s big¬ 
gest manufacturer with 41 per cent 
of the domestic market, is cutting 
costs by reducing optional extra 
equipment on new cars. Industry 
executives say Toyota is planning 
to reduce the number of models it 
offers, in particular in low-volume 
niche market segments. 

Toyota this year raised average 
prices in the US, in spite of the 
recession, by $432 a vehicle. The 
price of its topof-the-line Lexus, for 
example, was lifted by 5 per cent, or 
$2,100 (21.130). 

Of course, the Japanese compa¬ 
nies have not suddenly become 
uncompetitive. Ihdeed, they are 
like ly to continue making inroads 
in the luxury car market at the 
expense of manufacturers such as 
Mercedes Benz and BMW of Ger¬ 
many. Yet the overwhelming com¬ 
parative advantage of the Japanese 
industry, supported by the coun¬ 
try’s strong domestic market in the 
late 1980s, Is being pared back as a 
result of changes arising from the 
recession. Competition between 
Japanese and foreign carmakers 
promises to be more evenly 
matched. 

The change has been sudden. The 
Japanese industry went on a spend¬ 
ing spree for new plant and equip¬ 
ment when worldwide sales acceler¬ 
ated in the late 1980s. In the three 
years to the end of fiscal 1990, Toyo¬ 
ta's capital spending doubled to an 
annual level erf Y856.4bn (E3^bn). 
Nissan’s spending tripled in the 
same period to Y318.6bn. But the 
bills for this surge in investment 
are now falling due. Toyota, for 
example, saw a Y40bn increase in 
depreciation charges In the six 
months to December, compared 
with parent company operating 
profits of Y77bn. 

At the same timp , demand has 
contracted. Sales of passenger cars 
in the domestic market last year fell 
by 6.5 per cent 

The downturn has left the indus¬ 
try with excess capacity, and a mis¬ 
match between the models rolling 
off the line and what consumers 
want to buy. Toyota's efforts to 
move its Corolla - a sturdy, value- 


Recession and high capital costs are 
curbing the expansion of Japan's car 
manufacturers, writes Steven Butler 
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for-money car - up market by lift¬ 
ing the price and quality have fallen 
flat, contributing to a loss of market 
share in the small car sector. 

The adverse business environ¬ 
ment, however, has affected the 
companies differently. 

Nissan Motor, number two in 
Japan, is struggling to stay in the 
black after reporting a 713 per cent 
fall in operating profits to Y33£bn 
in the year to March. Under Mr 
Kume’s leadership, Nissan shook off 
its stodgy image by introducing a 
series of radically styled care, begin¬ 
ning in 1967. But other companies 
quickly copied Nissan's strategy 
and its market share remained, 
stuck at about 23 per cent Its 
long-term goal of regaining its for¬ 
mer 30 per cent of the market is 
now a distant dream. 

In the past year, Nissan’s debt 
(including bonds) has grown from 
Y3,100bn to Y3,570bn and the ratio 
of debt to equity has increased from 
128 per cent to 147 per cent The 
company desperately needs cash, 
and has been forced to sell long- 
held securities. 

Toyota has also suffered from the 
downturn and forecast a 30 per cent 
fall in pre-tax profits to Y400bn in 
the year to the end of June. But the 


company is sitting on large cash 
reserves, totalling YUSObn at the 
end of December, and has insignifi¬ 
cant net debt 

Mr Soichiro Toyoda, the compa¬ 
ny’s president, is confident about 
Tfeyota’s future, and dismisses sug¬ 
gestions that the industry is passing 1 
through more than a cyclical 
trough. Many industry executives, 
however, echo the themes artica- 

To recruit and retain 
workers, carmakers are 
spending billions of yen 
on work environments 
’ and housing 

fated by Mr Kume, and say that 
Toyota too must learn to live with 
lower growth, longer product cycles 
and less dunce for customers. ■' 
Mazda Motor, with &3 per cent of 
the domestic market, boasts the 
most eye-catching network of deal¬ 
erships in Japan. It has just fin¬ 
ished rebuilding Its sales network - 
into five channels for different 
types of cars and launched a series •• 
of stylish vehicles, such as its Sen- 
tia luxury sedan, but its sales and' 
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market share are afaqin-dedhte. 

It has lost thinLplace tn^he JajL 
anese market to ffitenfris KhMotor. _ 
Mazda’s operating profits fell ^ by 
about 53 percent in 1991, wUh. mar¬ 
gins of less than-l^per ceoL Poor 
sales have, forced Mazda to.cancel 
night shifts at its mbst'automated 
plant, Which opened only te Janu¬ 
ary. •- 

. Honda Motor.. which now ranks. 
~ fifth, fiab • halted a slide^ in its mar-V 
ket share at about 7.6per cent. Con-. 
solidated operating profits grew by 
4.4 per cent fast year to YlS3bn 
owing to strong;* US^sales. But 
Honda too has had. to-increase its 
borrowings and itsSdebt-to-equity 
-ratio has risen &$ni24 per cent a 
year ago to 87 perreobat the end of 
MaidL.;. . • ' 

Only . Mitsubishi Motors is 
expanding s ales in Japan, anri now 
claims an 8-4 pec cent share of the 
domestic market But its balance 
sheet is the weakestof the big five, 
with twice as modi debt as' equity. 

While the recession has brought 
difficulties to a head, the companies 
do seen to be facing more thana- 

cychcal downturn.;.- _ 

• Growth prospects;. Car markets 
in Japan.Europe and the US are. 
mature and efier httie prospect for 


rapid growth. Japans a “ u *} 
domestic vehicle sales increased^ 
46 per cent between 1986 and 1990, 
proriding a big stimulus e»Wjed 
almost exclusively by the 

- industry. But that market is now 
near saturation; Japan's population 
is declining and its roads are fiUL 

Mr Kume expects the market to sta¬ 
bilise eventually at about 6m 
vehicle sales annually, sightly 

higher than the 1990 figure of 538m. 

• Cost of capital: Many Japanese 

companies raised finance at a cost 

of less than l per cent until the 
stock market crashed in 1990. Much 
of the debt raised during that period 

- is expiring, and now has to be reffn- 

amfed at interest rates closer to 6-7 
per cent, placing a new burden on 
cashflow. _.v. , . 

• The environment- Tightening 
emissions standards around the 
globe, led by stringent standards in 
California, have increased the costs 

_ of producing new models and placed 
a greater strain on cas h flow. 

• Labour shortage: Japan has a 
" steadily worsening labour shortage 

resulting from its low birth rate. To 
recruit production line workers and 
to keep them from leaving the com¬ 
pany, Japanese manufacturers are 
being forced to increase salaries, 
-and to spend billions of yen to 

limprove work environments and 

housing. Toyota's wage bill rose by 
■Y20bn in the six months to Decem¬ 
ber.. At the same time it is cutting 
-. working hours by about 100 hours a 
year, per .worker. 

hese factors, make manu¬ 
facturing in Japan more 
diffi cult and they are for¬ 
cing the companies to 

_ squeeze more profits out 

of existing facilities. In part, this 
-■’ wilt happen by itseK. provided that 
-capital spending declines, as the 
heavy, burden of depreciation 
charges on profits begins to ease in . 
' the years ahead. 

v Gutting costs Is also high on the 
' age nda In the hectic race to satisfy 
-rising demand in the 1980s, manu¬ 
facturing efficiencies were some- 
times lost Mr Ryuichi Tsukamoto, 
executive: vice-president of Honda 
Engineering, says Honda's parts 
supply "capacity is between 20 and 

- 30. per cent greater than necessary. 

- ; Mr Tsukamoto is leading a pro¬ 
gramme, to. increase the common 
'use of parts among different Honda 
models. Instead of designing each 
ipart separately for every modjeL 

Flexibility and choice for consum- 
ecs - hallmarks of the Japanese car 
industry' - may also be reduced. 
Honda is cutting by a third, the hun- 
. dreds of different -designs of sun 
vjisOTsit uses^Mr Kume says Nissan 
willrloo^toexfond the current four- 
year mpdei:cycl£ on a case-by-case 
-basis as.aa.additional cost-cutting 

" measure- . 

.. Mr Toyoda .is less optimistic 
about prospects for cost saving on 
the factory floor. He says: “We have 
..■been trying to use common parts a 
for a long time, but have not been 
ahle to do it very welL" This fa 
because of the subtle differences in 
parts required for various vehicle 
designs. . 

In the end, if the Japanese compa¬ 
nies wish to raise profits.' they “ay- 
have no option bat to become less 
flexible, offer less choice to consum¬ 
ers, and charge a higher price for 
their products. Should they follow 
this path, they will begin to look a 
lot more like the companies they 
compete against in the west Indeed, 
as the automobile industry in 
Europe and the US - continues to 
slim down and adopt many of the 
management techniques originally 
.perfected in Japan, the Japanese 
companies will look increasingly 
less invincible. 


Book Review 


Adapt to survive 


P rofessor Charles Handy, 
who is probably Britain’s 
foremost management 
thinker, has made quite a 
splash with his argument that the 
purpose of a company these days 
must be much more than merely to 
create shareholder value. Instead he 
says that it must put the interests 
of customers and employees at least 
as high in its order of priorities. 

His message has been decried in 
some quarters as intriguing yet 
insufficiently hard-edged. But now 
two Harvard professors have dem¬ 
onstrated from extensive empirical 
research that his case is indeed 
strong. They show that the values 
he espouses are very much the ones 
which are associated with - and 
may ensure - a company's ability 
to out-perfonn its competitors in 

the long term, both financially and 
in every other sense. 

In a nutsheQ, the message of John 
Hotter and Janies Hesketfs book fa 
that superior financial performance 
in most market circumstances is 
heavily dependent on having a cul¬ 
ture which helps the organisation 
anticipate and adapt to changes in 
the business environment. One of 
their paragons in this respect is 
Hewlett-Packard, the US computer 
company. Strong but unadaptive 
cultures, like those of General 
Motors, can be at least as dangerous 
as weak ones, they argue. 

Yet, as British Airways, Nissan 
and others have shown, strong but 
inappropriate cultures can be 
changed, say Hotter and Heskett - 
given the right sort of leadership. 

All this will come as especially 
good news to anyone who invests 
in, or works for, IBM. ICL or even 
troubled BP. 111656, and a host of 
other corporations, are expending 
considerable effort and expense on 
what they variously call organisa¬ 
tional- or culture-change. 

One of the great virtues of this 
book, compared with the plethora of 
others on corporate culture and 


Corporate Culture and 
Performance 

By John P Kotter and 
James L Heskett 

Free Press!Macmillan S24.9S 

organisational change which has 
appeared in recent years, fa that it 
is based on a set of studies into 
relatively large samples of compa¬ 
nies - between 10 and 200, depend¬ 
ing on the type of study. Another is 
its darity, brevity and lack of evan¬ 
gelistic flannel 

Its definition of organisational 
culture, for instance, fa much sim¬ 
pler than most Whereas previous 
writers have argued that it consists 
of multiple layers, Kotter and Hes¬ 
kett delineate just two, each of 
which influences the other. 

At a visible level are the behav¬ 
iour patterns of groups (rf employ¬ 
ees (such as fast or slow responses 
to customer requests, and the 
Involvement or otherwise of junior 
employees in decision-making). At a 
deeper, less consdous, level are val¬ 
ues which are shared by people in 
the group. In some corporate- cul¬ 
tures people care most deeply about 
customers. In others about techno¬ 
logical innovation, and in still oth¬ 
ers about their managerial status. 

Until a decade ago, most people's 
understanding of corporate culture 
extended only as far as the idea 
that, to be successful, companies 
require just one or two strongly 
“shared values”, such as IBM’s com¬ 
mitment to customer service and its 
respect for Individual employees. 
Then the bestseller In Search of 
Excellence, by Tom Peters and Bob 
Waterman, taught people that cul¬ 
ture was much more complex. 

But what neither school of 
thought spatted was that, in an age 
of rapid change, cultures appropri¬ 
ate to today’s business environment 
may be unsuitable - or even lethal 
- In tomorrow’s. Many of the com¬ 


panies lauded by Peters and Water¬ 
man stumbled soon afterwards. 

More recently. IBM and Citibank 
have done so too. Such companies 
can do well for quite a while, say 
Kotter and Heskett, because their 
cultures fit their relatively static 
environments- But when these start 
to change,the company’s competi¬ 
tive performance suffers. 

Kotter and Heskett’s empirical 
research assessed in various ways 
the cultural characteristics and 
financial performance of their study 
of companies over 11 years to 1988. 

Their prime con c l u si on from the 
data fa that a company will adapt 
appropriately only if all its mem¬ 
bers really care deeply about, and 
pay constant attention.to, what the 
academics call “the three key mana¬ 
gerial consistencies": customers, 
stockholders and employees. As 
each constituency changes its pref¬ 
erences andptin titles, the company 
anticipates or responds. 

Hie Harvard, pair put the three 
constituencies in a slightly different 
order from Professor Handy, but 
their message is essentially the 
same as his. And as powerful. 

The book is slightly less satisfac¬ 
tory in its advice about how compa¬ 
nies can turn themselves into adap¬ 
tive paragons like Hewlett-Packard. 
It contains plenty of examples of 
successful change programmes, 
such 89 those at American Express, 
Bankers Trust, British Airways,- 
Xerox and especially ICI and Nis¬ 
san. 

Yet some of Its judgments of suc¬ 
cess are premature - at Scandinas ; 
vfan Airlines for Instance - despite ’ 
Us own correct warning that cul¬ 
ture change can seldom occur 
quickly. The book fa also rather 
short on evidence that many such 
change efforts have instilled a 
ready flexible set of “adaptive” val¬ 
ues. rather than just created a more 
modern but still static culture. 

Christopher Lorenz 
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Down the 
line - 

■ Can it be that Toyota Motor 
is about to loosen up culturally 
by passing on the presidency 
from 67-year-old Soichiro 
Toyoda to his younger brother 
Tatsuro? After all, with glShn 
in the bank, k coukl perhaps 
afford to add a touch of 
cosmopolitan leaveningto its 
almost paradigmaticaBy . 
Japanese style of management 

Its achievement in emerging 
from turbulent Wwwmi as the 
world’s richest automobile 
company owes much to the 
10 -year reign of the elder - 
Toyoda, son of the founder 
Kiichiro. But the buzz is that 
Soichiro now wants to devote 
his considerable energies to 
the influential Federation of 
Industrial Organisations, 
where he is vice-chairman. 

Although his younger 
brother is atso an engineer by. 
training; the handover would 
bring more international 
experience to Toyota's driving 
seat Now 63, Tatsuro has an . 
MBA degree from New York 
University and has been 
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outside Japan. 

In the end, though, whether 
the chang? takes place depends 
not on the two brothers, but 
tm the company's 79-year-old 
chairman. Needless to say, he’s 
their unde Bfii who made bis 
name pioneering the super- 
efikaent Toyota production 
system in the J350S. 


Parsimoney 

■ Chris Haskins must surely 
be one of the lowest paid 
dhaizmen of a Footsie 
company: Despite a 17 percent 
Pay riselast year, the cheery 
chairman of Northern Foods 
was only paid 1181 , 000 . 

Indeed, his entire seven-man 
board - which includes three 
non-executives - earns less .. 



f j|7T here-would have, been 
- ■ a time when the chan- 

■ cellor's heart would 

X have leapt to joy at 
the; rise in "the UK personal 

savings ratio of more than one 
percentage point to U.5 : per 
cent in the first quarter of 1902; 

But this time, if Norman 
Lazconf s heart registered any 
reaction at all, it was not joy. 
When a country is stru&jing 
to emerge from recession, a 
. rise in savings fe the last thing' 

a chancellor wants. 

Of course,-ft; be argued 
that 1 there are. better ways erf 
stimulating domestic, demand-, 
than weak personal, savings. 
The chancellor could listen-to 
all the siren voices, asklngbim. 
to more government spending 
and . to expand the budget defi¬ 
cit .still further from its proba¬ 
ble level of £30bn plus. Or he. 
could take risks with Britain's 
bard won trend towards lower 
inflation by slashing interest 
rates and leaving the Exchange 
Rate Mechanism. . - , 

I know wUch of-the.three 
would cany least; risk - lower 
personal savings. Of course, 
the personal savings ratio is 
not an instrum ent of policy in 
the way that the budget and. 
short term Interest rates are. 
But it would nevertheless-be 
helpful to get away from a 
mind to in which savings are 
always regarded as good and 
consumer spending as bad. - ■; - 

Some of us can. still recall 
the National Savings drives 
which were inflicted cm us at 
school where we were expected 
to buy stamps to provide a ship 
or an aircraft I was not as 
shocked as I was meant to be 
when Milton Friedman said to 
me that these savings drives 
had been intended to reduce 
inflationary pressure and they 
had not affected the govern¬ 
ment's military programme.. If 
savings drives helped to relieve 
inflationary pressure; anti¬ 
savings' drives might help to 
relieve deflationary pressure. 

In fact, I had been inoculated 
against any excessive or auto¬ 
matic belief in the virtues of 
savings when as a precocious 
schoolboy I read a book by a 
popular science writer, Gordon 
Rattray Taylor, fife-wanted to 
get.tothe bottom Of why uncut . 
ployment had been so high . 
before - the second world war. 
He, explained that the real 
Keynesian message was that 
savings had been too high and 
this had led to the evils aflow 
output, high unemployment 
and general depression. 

ItstiU seems to me the essen¬ 
tial message of Keynes’s Gen¬ 
eral Theory in one sentence, 
although the long term persis¬ 
tence of heavy unemployment 
cannot be explained, without 
bringing in wage behaviour: 

Now to the inevitable qual¬ 
ifications and complications. 
To start with, personal savings 



i 8 ; J§|W 

-■ ’ 

Wmmr 

mi& 
fV.-vv 




w* 

■TZ.fsr.' 







% 

*. *JV. r.. 'Jtrzr^rf. 

// > :■ 7 i-' 



ten 


. ... x 

-it-. jteJySVv*-,,' 



ape only: part of savings' and 
1 very, often not the 1 meet -impor¬ 
tant part What; matters from 
the' point of view, of the 
national economy '■ Is total 
savings, including: those, of 
borings aqd government. 

It is p iwaithig - font an. hmto . 
quate an indicator as- the’per¬ 
sonal savings ratio has-been 
such a good co nte mporaneous 
indicator of- the state erf the, 
economy..-Personal savings' 
were last near their present 
level in 198k the bottom of the 
previous recession: The per¬ 
sonal savings ratio reached a 
krw af 5.4 per cent in 1938^ the 
year erf greatest 

Inflationary ' . > r| tei « 

pressure in the „ • 

last boom. dlfferenci 


ten. us little about problems of 
boom, slump; capital shortage 
or surplus or anything else. 
Even tiie UK’s payments defir 
dt is only 1 TA .per cent of GDP. 

For the world as a whole, the 
only gaps between savings and 
investment are statistical 
errors and omissions. The 
inflationary, or deflationary 
gap is like one of these gaps in 

Hia; ipnnnfafnn about Which 
one reads in the guide book, 
but which always keep reced¬ 
ing further into the 

The actual gap, which 1 have 
kept until the second half of 
this article for the busy 
■ ■■' •-. business read- 


inflationary . ' TfaftrA fa o er to avoid, 

pressure in the ■ nraC 1 - “ is between 

last boom. difference between intended sav- 

a desire for capital *&.*&**”*- 

more attention . - ■ __ ,V - erf investment, 

paid to rim total anu HU effective The two can be 
n a t i o n a 1 ' demand for ft brought into 
savings ratio?' line in a depres- 

iaie_an8W[er ,is'^^^^^^^^^^^ son by a fall in 


n .a t i o n a 1 ’ demai 
savings rano?- M | 
Tfcejuisner is ' m 
that to do so would give the 
game away. Forty the conven¬ 
tions of.. national income 
accounting (whose Inventors 
are now hi Valhalla), savings 
equal investment by definition. 
TUs is so in a dosed economy 
or the world as a whole. - 

Even In. a. single country 
investment is equal to saving 
phis the balance of payments 
deficit on ament account (or 
minns the payments surplus). 

Many countries often have 
small gaps in their balance of 
payments;' so time savings 
ratios are not too different 
from investment ratios, and 


output and income to a level 
where savings are low enough 
to do no more than offset the 
amount of investment that 
business is willing to carry out. 

But more stages are neces¬ 
sary in the argument. I have 
frequently criticised the US 
obsession with the Japanese 
balance , of payments surplus 
by saying that it was just the 
mirror image of a Japanese 
savings surplus which was per¬ 
forming a valuable function in 
promoting world investment 
and keeping down world real 
interest rates: 

Why then cannot any . ten- 


Observer 


than £500,000, whichis roughly 
the same .amount as the chief 
executive of Uhlgate,* ' 

Company unde r half Nor thern 's 
size, gets paid. There’s also : - 
quite a difference in the two ' 
companies' share prices over . 
the past year - Narthem has - 
outpextonnedXJnigatetwoand 
ahalftimes. ‘--j . '/ 

So perhaps Northern’s seven 
shirt-sleeved directors, as . . 
pictured In the annual report, 
should be allowed to celebrate 

with something a little 

stronger than water and only 
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Olympic rumbles 

■ Is It a brave display of 
echtorial Independence, or 
toured pride which prompted 
Time Magazine to publish a 
special Olympics supplement 
with its tetemattotal edition 
that nwihidflfi a sharp attack 
on Juan Antonio Samaranch, 
the controversial president 
of the International Olympic 
Committee? 

- What makes the article on 
Samaranch special Is that . 
Time is one of the 12 chief 
sponsors of next month's 
Barcelona Olympics, who have 
each paid millions erf dollars 
to the privilege cf associating 
their with the glory of 


It is unusual fora sponsor 
to attack the product it has 

paid bundles of money to 

endorse. Bo£ then Tima . 

magazine and its sister - 
publication. Sports I llust rated, 
were singled out to.critidsm . 
in the recently pubBahed book 
on the IOC -The Lords of the 
Rings. Beferrfng to their right 
to produce earlier special 
Olympic souvenir Issues, the 
book wondered whether the 
publishing, group bad “tied. 
iteelf so closely to the Olympic 
movement that it jeopanhsed 
its ability to produce critical, 
journalism?”- 
Interestingly, Time’s : sister - 
publication and fellow 


Olympics sponsor. Sports 
B to strated , recentiy gave "The 
lorda of the Rings* an .' 
imfrirndly review, riPRtrriWng 

it as “naive*. ■ 

The review drew a rebuke 
from one of the coauthors, 
who snorted that it was just 
another wwnplo of sports 
publications ignoring the truth 
about the IOC. 


Overlooked 

■ There's no question that 
tiie UK Treasury's chief 
economist Aim Rudd is right 
to call to outside advice on 
topics economic. But whether 
he’s asking the right people 
to give it, is another matter. 

True, given the dismal 
science’s strong rivalries, any 

Hat that didn’t mrinrip . 
everybody was bound to put 
some noses out of joint. Even 
so, there were some brow- 
furrowing omissions from the 
affable B odd’s Great George 
Street pow-wow. 

One was David Stout, chief 
eeotJDzaiBt at Unilever and 
soon to begin anew career in 
interpreting business strategy 
at London Business School 
A second absentee was SheS 
International Petroleum’s 


formidable bead of economics 
DeAnne Julius. Still others 
were Julian Tapp of British 
Aerospace, Glaxo’s Rc*ert 
Jones, and Jim Hirst of Esso. 

That is, of course, not to 
imply any Inability on the part 
of those who were invited to 
give a good blow-by-blow 
account of the spiralling decay 
being expe r i e nced by large 
chunks of British industry. 
They i ncluded, for instance, 
Richard Freeman of id RTZ’s 
Phillip Crowson, Kate Barker 
of Ford and GEN’S Leslie 
Gunde. 

Next time, however, Bttdd 
would do well to spread the 
net wider, hi particular, why 
not invite some of the livelier 
City economists whore always 
complaining about lack of 
opportunities to swap data 
with Treasury counterparts? 


Annual boredom 

MAresSerouo, the Swiss 
pharmaceutical group known 
mainly for making drugs to 
stimulate fertility in human 
beings, raised eyebrows 
recently by fflnkrating its 
annual report with eharmfag 
photographs of Swiss 
cog-wheel traira going through 
their Alpine paces. Was this 
a case of an almost fanatical 
love to Switzerland, FaMo 
Bertarelli, the kalian bom 
chief executive was asked? 

“No, I was just bored with 
these pictures of the same 
stupid things in annual 
reports. Next year, we are 
going to feature Swiss water.” 


Under dog 

■ Dutch musician John Wallen 
was literally hounded down 
when he slipped out of his 
BMW to close the garage door 
before driving off. 

His pet dog jumped into the 
front seat, nudged the gear 
lever and ran Mm over, 
breaking his leg. 
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deocy tor savings to exceed 
investment in the UK be offset 
by a balance of payments sur¬ 
plus. Japanese style, instead of 
the ftrariHar deficit ? No doubt 
the answer is long and com¬ 
plex and contains structural 
elements. But tbe immediate 
reason why British industry 
cannot easily make up abroad 
to any shortfall or demand at 
home is that the tendency to 
alow growth and recession is 
worldwide. 

The Germans are exceptional 
in still being in a situation 
where there is more danger of 
/teinund than of defi¬ 
cient demand, thanks to Unifi¬ 
cation pressures. But in most 
other peaces the complaint is 
thyf consumers are not spend- 
. ing enough. In Japan, the 
reluctance of consumers to 
accumulate more debt is lead¬ 
ing not just to a higher balance 
of payments surplus but to 
recession. 

How about, I will be asked, 
the much-discnssed world capi¬ 
tal shortage? What world capi¬ 
tal shortage? Obviously the for¬ 
mer- Communist countries 
could make use of more funds 
both to repl enis h their capital 
stock and to help their own 
hard-pressed consumers until 
their economies revive. But 
there is a difference between a 
desire or even a need for capi¬ 
tal and an effective demand for 
it on terms that western inves¬ 
tors are willing to meet. At 
current levels of interest rates, 
wage rates, prices and so on 
there is HMdwjmite demand for 
capital to meet the world’s 
savings potential 
The hardest piece of evi¬ 
dence against my view that 
h tfpndprt savings are too high 
is the obstinate tendency of 
world real interest rates to 
remain stuck at about 4 per 
cent, judging by the yield on 
long term UK indexed bonds. 

,1 cannot pretend to ex plain 
fins completely. One possibility 
is that althnn gh there is no 
effective c apital shortage now, 
there will be in the future and 
that the recession is just - for 
all its agony - a phase. A 
related possibility is the fear 
that under the influence of 
recession or just political 
weakness, governments might 
overdo the deficit spending and 
create an excess demand for 
loanable funds in future. Yet 
another possibility is that the 
bond market is just being 
lethargic in reacting to a 
changed situation. The opera¬ 
tors in it may have an exagger¬ 
ated fear of deficit spending. 

If that is the case, then real 
interest rates will eventually 
drop. But in the meanwhile 
some cushion is required; and 
it is as well that file maximum 
levels of budget deficit decreed 
in Maastricht look Ifire bring 
exceeded not only in the EC 
but in the world as a whole. 


No time to 
shout foul 

From Mr Hugh Aldous. 

Sir, Mr Allister Wilson’s 
article (“Closing the gaps 
between expectation and real¬ 
ity", June 25) is good - 
although he could have said it 
in four sentences instead of 54. 
However, the accountancy pro¬ 
fession would be larger in stat¬ 
ure if it admitted that all these 
matters have been well known 
for 20 years. For most of that 
time it suited thj? profession 
that accounts had little mean¬ 
ing other than a consequential 
one and no one knew what an 
audit was supposed to be. The 
fact t-hat public dlaqirtfl* and 
some huge legal actions mean 
that this state of affairs no lon¬ 
ger. suits the profession is 
hardly the best reason to shout 
“foul — someone gho^hi 
do something”. 

Hugh Aldous, 

Robson Rhodes, 
chartered accountants, 

186 City Road. 

London BC1V2NU 

One shot only 
for high-tech 

From N F Knollys. 

Sir, May 1 add to Mr Har¬ 
tley’s letter (June 29). There 
are spectators who hope, per¬ 
haps vainly, that tennis play 
will develop beyond the power 
service into a more interesting 
volley game in which players 
will demonstrate their wider 
skills. Those who do not, pre¬ 
sumably eqjoy the spectacle of 
a gladiatorial contest in its 
own right 

My suggestion to compensate 
for the high-tech racket's 
impact on the service is to 
deny the second chance to 
serve Aspirants to world-class 
championships should be pre¬ 
pared to get their service right 
first time. In fact such a rule 
should be effective in opening 
up the game. Meanwhile, I sus¬ 
pect that the pressures of the 
market will prevail. Demand 
for seats at Wimbledon, for 
example exceeds supply. Until I 
spectators vote with their feet 
I doubt that the authorities 
urfl] introduce tbe change. 

N F Knollys. ■ 

Amber ley House, 

Haig Road, 

Ariesford, Hampshire SQ24 9LX \ 


Charities should 
provide input in 
assessing top pay 


From Mr Peter M Brown. 

Sir, Why does the Top Sala¬ 
ries Review Body concentrate 
so much of Its comparison 
research on directors' pay in 
private industry (“Political row 
may erupt over top people's 
pay", June 22)? 

There are other sectors of 
the economy where valid com¬ 
parisons can be made with 
r-hiftf executives in local gov¬ 
ernment and major charities. 

Our animal survey of the lat¬ 
ter, based on 67 voluntary 
organisations, shows charity 
directors earning £36.500 in 
1991 compared with chief exec¬ 
utives in all k1»*s of private- 
sector companies on £45,000. In 
addition, only 55 per cent of 


the charities, compared with 84 
per cent of companies, offered 
their chief executives a car. 

The relationship between a 
charity director and his trust¬ 
ees is in many ways similar to 
that of a permanent secretary 
and his minister and although 
the scale is different - even 
the Red Cross and the National 
Trust being dwarfed by the 
smaller ministries - input 
from some charities would 
seem relevant to tbe Top Sala¬ 
ries Review Body’s work. 

Peter M Brown, 
chairman. 

Charity Appointments, 

3 Spitat Yard, 

Biskopsgate, 

London El 6AQ 


Benefit of well-constituted 
remuneration committees 


From Mr Colin St Johnston. 

Sir, We warmly welcome the 
coutribution made by Prof 
Main of Edinburgh. University 
to the debate on how to 
improve the quality erf board- 
room practice (“Committee 
boost to top pay seen”, June 
29). 

However, it is important to 
put into context some of his 
remarks about the efficacy of 
remuneration committees if 
companies are to derive the 
real benefits which such com¬ 
mittees can achieve. 

First, these are early days to 
remuneration committees. It is 
easy to forget how recently and 
how quickly the interest on 
matters of corporate gover¬ 
nance has developed. 

Prof Main’s research, to 
which we contributed, was 
largely conducted before Pro 
Ned had issued its Guidelines 
on Remuneration Committees 
and when media attention on 
the issue had yet to gather 
steam. 

At the time, our guidelines, 
which were sent to more than 
2,000 chairmen and chief execu¬ 
tives , were welcomed because 
committees were unsure about 
what they ought to be doing. 
Interest has been so great that 


we have since been asked for a 
further 3,000 copies. 

Second, we firmly believe in 
soundly constituted remunera¬ 
tion committees and the issue 
now is how to help companies 
find the best ways to make 
these committees work. The 
key here is who sits on the 
committee and how they are 
appointed. 

The system will only work 
properly under the following 
conditions: 

• where there is a separate 

r.halrmfln; 

• where non-executive direc¬ 
tors are appointed by a nomi¬ 
nation committee and are of 
sufficient calibre to be indepen¬ 
dent; 

• where shareholders make 
their views on remuneration 
known the chairman of the 
committee has to answer them 
at the annual general meeting. 

It is important to encourage 
remuneration committees and 
then to set about improving 
their operation. 

That is what Pro Ned aims to 
do. 

Colin St Johnston. 
managing director. 

Pro Ned, 

1 King sway. 

London WC2B6XF 


Thinking on 
Ross Perot 
hard to 
understand 

From Mr lan Robinson. 

Sir, It is surely of some inter¬ 
est that so many Americans 
seem to be rejecting all the 
es tab lished parties in favour of 
a “maverick” and surely also 
reasonable to expect some 
enlightenment from the seri¬ 
ous press. So 1 began reading 
your article on Ross Perot with 
some interest (“Trial by rabbit 
punch". June 27). 

1 ended it wondering, not for 
the first time, why tbe liberal 
mind is so much harder to 
understand than ordinary 
Americans. Mr Perot is sneered 
at for “frequently underwriting 
the missions of unsavoury’ sol¬ 
diers of fo rt u ne to fi nd 
Americans in Indochina". 
What can possibly be objection¬ 
able if a private citizen 
finances attempts to discover 
some of his fellow citizens, des¬ 
patched to a for country on 
military service, and appar¬ 
ently (according to your corre¬ 
spondent himself) abandoned 
there by the American govern¬ 
ment? What is “unsavoury" 
about the people who do the 
dangerous work? 

I ask the questions seriously; 
the mind that counts this 
activity as something of which 
Mr Perot can be “accused" is 
beyond ordinary sense. 

Later, Mr Perot is reported to 
have “admitted delving into” a 
Republican plot about Iran in 
1980 “to see if Mr Bush was 
personally involved". Why 
does this count as an admis¬ 
sion? If your correspondent 
had been delving and had 
found anything, it would be a 
scoop, but if it's Perot, some¬ 
thing has been “admitted”. 

Mr Perot is evidently a shock 
to the East Coast liberal estab¬ 
lishment Whether it can dis¬ 
pose of him as it did of Presi¬ 
dent Nixon remains to be seen; 
as does whether Mr Perot is 
genuinely shocking or only a 
man of common sense. Either 
way. it is that liberal consen¬ 
sus that is really impenetrable. 
Ian Robinson, 

The Retreat, 

Rear 90 Bryn Road. 

Malvern Terrace, 

Bryrmiill, Swansea SA2 0AS 


Software Director. 


The Computing Group is a specialist 
computer services company thai is 
part of the largest direct marketing 
organisation in the UK. It handles 
over 10% of the UK's direct mail 
business using its own specially 
developed software, 
including NAMES’" and 
MailSort Express". 

der to process 

more than half a billion “J2S? 
names and addresses each JSm 
year without losing too much sleep, 
we need to have a base of complete¬ 
ly reliable, secure systems software." 
asserts Gehlcken. 

They use CA-TCP SECRET* 
security software from Computer 
Associates to control access to the 
vast amount of confidential client 
data passing through their hands; 
and CA-ASM2* for disk manage¬ 
ment and maintenance. 

"We might process 50 million 
names and addresses over one 
weekend, so reliability 7 , efficiency 
and especially security are critical. 
That’s what the CA products deliver." 

The company’s relationship 
with CA spans more than 10 years. 

“We started as a very small 
business," says Gehlcken, “and 
have really seen the benefits of CA 
trtingus." 

Both organisations have 
similar objectives in terms of future 
strategy and growth. 

Gehlcken explains: “We expect 
to progress into Europe and develop 
our relationship with CA there. 

“And knowing 
that CA software 
operates under the 
CA90s multi-platform 
philosophy is a relief. 

"We’ll never have 
to think, ’Hang on a 
miiuue. We need to change software 
here because CA is way behind’ - 
they’re always at the forefront of 
technological development, helping 
our business stay safe and sound." 


Software superior by design. 
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Giving construction a good name 


Lloyds chief calls for change in 
insurance regulatory framework 


By Richard Lapper 

AN eagerly-awaited report into 
the management of Lloyd's of 
London kill today recommend a 
new framework to manage and 
regulate the troubled insurance 
market 

The report, by Sir Jeremy 
Morse, the chairman of Lloyds 
Bank, suggests that regulation 
should be separated from the 
day-to-day administration and 
business planning of the market 

A proposed regulatory board 
would be one of two executive 
bodies governing the market 
along with the existing Lloyd's 
council, which has faced heavy 
criticism in the wake of record 
losses. 

The recommendations leave 
intact the system of self-regula¬ 
tion codified by the 1982 Lloyd's 
Act, but could pave the way for 
the integration of Lloyd's into the 
City’s regulatory framework. 


A second report by a commit¬ 
tee headed by Sir David Walker, 
the chairman of the Securities 
and Investment Board, the 
investment watchdog, was also 
considered by the Lloyd's council 
yesterday. 

It concerns the specialist "spi¬ 
ral" reinsurance market - in 
which Lloyd's syndicates com¬ 
bine with insurance companies to 
reinsure each other’s exposure to 
catastrophe loss. 

The report dismisses allega¬ 
tions of fraud or malpractice by 
Lloyd’s, but criticises the way in 
which many Names - the indi¬ 
viduals whose assets back under¬ 
writing in the market - were 
funnelled into the high risk spi¬ 
ral reinsurance syndicates. 

The two reports could go some 
way to quelling concerns in Par¬ 
liament about allegations of mal¬ 
practice at Lloyd’s, although dis¬ 
sident Names last night attacked 
Sir David's conclusions. 


Mr Alfred Doll-Steinberg, chair¬ 
man of the Gooda Walker Action 
Group, the biggest group of loss- 
making Names, said he “was dis¬ 
appointed but not surprised". Sir 
David bad "apparently concluded 
that the spiral was not improper. 
We will want to know why,” said 
Mr Doll-Steinberg. 

More than 4,000 Names who 
were members of some of the 
worst performing spiral syndi¬ 
cates will learn this week that 
they face a further cash call of 
£307m to meet losses from 1989 
and earlier years. 

Cash calls on members of the 
same syndicates made since April 
1991 already amount to over 
£365m. GW Run Off an agency, is 
now managing the Gooda Walker 
business, following its liquidation 
last year. 

According to the agency’s 
chairman, Mr Ralph Sharp, 
Gooda Walker’s gross claims 
(before reinsurance recoveries) in 


1989 amounted to about £890m. 
Net losses for the year - which 
has been left open - amount to 
£491m. But a further deteriora¬ 
tion on the 1989 year “cannot be 
ruled out, 1 * said Mr Sharp. 

The Morse proposals are 
broadly in line with the conclu¬ 
sions of a market task force pres¬ 
ented in January. 

The task force’s proposals on 
governance and regulation were 
initially rejected by Mr David 
Coleridge, the chairman of 
Lloyd’s. 

Sir Jeremy's committee was 
appointed to re-examine the pro¬ 
posals following strong pressure 
from Lloyd’s agents and under¬ 
writers. Sir Jeremy recommends 
a reduction in the size of the 
council and suggests the appoint¬ 
ment of a chief executive with 
broad business experience to 
head a market board. 


Lloyd’s spiral. Page 7 



Sommer holiday: Dutch tourists make the best of the strike by French lorry drivers as 
they picnic amid tracks which blocked the Al highway near Seclin in northern France 


Major promotes image of 
conciliation with Delors 


By tvo Dawnay and David 
Buchan in London 

BRITAIN launched its six-month 
presidency of the European Com¬ 
munity yesterday with a show of 
unity and co-operation between 
Mr John Major and Mr Jacques 
Delors, the European Commis¬ 
sion president 

But a reminder of the political 
obstacles facing the Community 
emerged when Mr Major con¬ 
ceded for the first time that the 
UK might not complete ratifica¬ 
tion of the Maastricht treaty by 
the target date of the new year. 

At a joint Westminster news 
conference with Mr Delors, Mr 
Major pledged that Britain was 
determined to press ahead with 
the process after taking stock of 
the situation in the autumn. 
Then be added: “It would be 
desirable to finish it by the end of 
the year, but it is not essentiaL” 

Mr Major’s tacit admission of 
the risks posed by domestic polit¬ 
ical opposition came after a ple¬ 
nary meeting between the UK 
cabinet and the 17 EC Co mmit 
sioners in London. 

It was followed by a series of 
bilateral meetings, including a 
private session between Mr Major 
and Mr Delors. focused on the 
central problem of Denmark's 
rejection of the treaty. 

Underlining the spirit of concil¬ 


iation. both Mr Major and Mr 
Delors confirmed their agreement 
that Denmark would succeed 
Britain, as scheduled, in the pres¬ 
idency in January, brushing 
aside suggestions that it was no 
longer eligible. 

Mr Delors, who refused to rise 
to the recent criticism from his 
old opponent. Lady Thatcher, 

French ready to approve 
Maastricht...Page 2 

said the Commission and the UK 
presidency were “on the same 
side, with the same purpose to 
make progress and succeed". 

At last weekend's Lisbon sum¬ 
mit the UK bad tried unsuccess¬ 
fully to avoid the ratification of 
Maastricht being made a formal 
precondition for the opening of 
enlargement talks with European 
Free Trade Association (Efta) 
countries. Tbe compromise was 
that “preparatory" talks could be 
held before ratification, but that 
“official negotiations" could only 
begin afterwards. 

Yesterday, Mr Delors said there 
would be little difference in prac¬ 
tice between "preparatory" and 
“official" talks with the Efta 
countries. He added that the 
Commission would soon deliver 
its formal opinions on the EC 
candidacy of Sweden, Finland 


and Switzerland, having already 
given a positive verdict on Aus¬ 
trian membership. 

Both Mr Major and Mr Delors 
emphasised the need for subsid¬ 
iarity, or taking decisions in the 
Community at the lowest appro¬ 
priate leveL Mr Major called for 
subsidiarity to be "enshrined as a 
natural part of the Community’s 
instincts rather than as some¬ 
thing to be wheeled out from 
time to time when it is conve¬ 
nient" 

The UK leader conceded the 
potential conflict between the 
Community’s two goals of forging 
a single, barrier-free market with¬ 
out national distortions and of 
giving national governments 
more say in the implementation 
of EC laws and rules. 

Each issue. Mr Major said, 
would have to be examined to see 
"whether the balance of advan¬ 
tage lay wholly with an unrecon¬ 
structed single market or 
whether subsidiarity would have 
to take precedence". However, be 
indicated that he would generally 
give priority to maintaining “the 
level playing field" of the single 
EC market, due to come into 
effect as the UK presidency ends. 

The implication is that the 
prime minister's support for sub¬ 
sidiarity will take second place 
on what he described as “the 
major matters of competition". 


Telegraph share sale spurned by investors 


Continued from Page X _ 

cerned that the company would 
still be controlled by Mr Black’s 
Canadian-based Hollinger Group, 
which retains a 68 per cent stake. 

Mr Joe Cooke, managing direc¬ 
tor of The Telegraph, said the 
issue probably went “as well as it 
could have done in the circum¬ 
stances". 

"It is always a problem with 


professional investors to invest 
in a company with a majority 
stake." he said. 

But the company was not rais¬ 
ing money Itself, and Mr Cooke 
expected “quickly to establish a 
good track record with inves¬ 
tors”. 

Mr Nigel Higgins, of N'.M. 
Rothschild, the merchant bank 
advising The Telegraph, said: 
“We are disappointed but philo¬ 


sophical". Since the issue was 
priced last week the stock market 
had fallen, he said, and brokers 
had cut profit forecasts for other 
companies in the media sector. 

The Telegraph, whose flagship 
daily newspaper has a circulation 
of more than Ira, had expected its 
readers to apply for shares. How¬ 
ever. only 5.655 applications were 
received for the public offer. 


French 
* truckers’ 
protest 
brings 
chaos 

By AHce Rawsthom In Paris 


TRAFFIC came to a standstill 
throughout France again yester¬ 
day as lorry drivers staged their 
second day of protest against the 
government's clampdown on dan¬ 
gerous driving 

The truckers' roadblocks, 
together with continuing demon¬ 
strations by JYench farmers, 
caused chaos. Deliveries to shops 
and factories were disrupted. 
Shops in Lyon were running out 
of fresh food, and tourists were 
trapped at Channel ports unable 
to proceed to their holiday desti¬ 
nations. 

There were lengthy tailbacks of 
cars and lorries at the borders 
with Spain and Italy. Emergency 
telephone lines into traffic infor¬ 
mation centres were overloaded 
with calls from desperate drivers. 

On a radio programme, Mr' 
Jean Louis Bianco, minister of 
transport and housing, accused 
truckers of “holding the French 
hostage". This provoked uproar 
among an invited audience of 
lorry drivers, one of whom 
shouted: "We are not gangsters. 

Truckers sealed off the centres 
of Lyons and Limoges with barri¬ 
cades. The main motorways 
north and south of Paris were cut 
off by roadblocks and the ring 
road around the capital was 
jammed with traffic. 

In some areas, lorry drivers 
joined groups of militant French 
farmers, who were demonstrating 
against the European Communi¬ 
ty’s agricultural reforms, to stage 
Operations Escargots by driving 
convoys of trucks and tractors at 
snail's pace along major roads. 

The lorry drivers were protest¬ 
ing against new rules on danger¬ 
ous driving which came into 
force yesterday. Under the new 
system, a driver is awarded six 
points on his or her licence, with 
any offence resulting in the loss 
of a number of points. Drunk 
driving counts three points, 
while speeding or driving 
through a red traffic light means 
the loss of two. 

Once a driver has lost six 
paints, the licence is automati¬ 
cally forfeited and is not returned 
for at least six months. Trackers 
claim that, as professional driv¬ 
ers. they should be allocated 
extra points since the loss of 
their licences means tbe loss of 
their livelihood. Taxi drivers, 
who are also campaigning 
against the changes, held a one- 
day strike In Paris earlier this 
month 

So far, the French government, 
anxious to reduce accidents on 
French roads, which claimed 
9,600 lives last year - twice as 
many as in the UK, for example 
- has remained adamant. Mr 
Georges Sarre, transport secre¬ 
tary, said the new points system 
was “not negotiable". However, 
he said he would assess the prog¬ 
ress of the new system at the end 
of this week. This could lead to 
“some modifications", he added. 


World 
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The resounding flop of tbe public half 
of The Telegraph's flotation raises the 
question of whether UK corporations 
can still look to tbe equity market as a 
source of funds. The Telegraph may be 
a special case, having suffered 
unfairly from renewed publicity over 
the Mirror Boat GPA may have been 
special too, by virtue of the complexity 
of its business. But (Hie scarcely 
envies the advisers to MFZ and Well¬ 
come, or indeed to any company con¬ 
templating a big rights issue. 

It is not as if the Telegraph Sop can 
be put down simply to a foiling mar¬ 
ket Between the pricing of the issue 
and yesterday’s dose of the offer, the 
FT-SE had fallen by only around' 30. 
points. Nor is it a question of the UK 
market being short of cash. Last 
week’s gilts issue - the biggest in the 
market’s history - was swallowed 
readily enough by the domestic lnsti-. 
tutkras. 

The real problem may simply be 
that in a period of te rminal gloom 
about the UK economy, investors have 
given up thoughts of capital gain ' 
are interested solely in security of 
income. This could prove a temporary, 
phase as the markets, adjust to-a new 
wo rid of low inflation. But. the compa¬ 
nies which offer such security - the 
utilities, for instance - are precisely 
those which do not need rash in the 
first place. As with individuals, so 
with corporations: those who were ■ 
seduced into borrowing in the late 
1980s are perhaps being left to find: 
their own salvation. 

GEC • " - : 

There are two ways of judging Lord 
Weinstock. Either he is a penny-pinch- - 
ing manager, nhu Mmitely hnaiyfing his 
pile of cash, or be is a grand strategist ; 
with the rare talent of avoiding all the 
worst pitfalls of the defence and con¬ 
sumer electronics industries. Yester¬ 
day’s results may have prompted GEC 
shareholders to opt for tire latter view. 
Few indeed are the UK industrial com¬ 
panies which can offer a secure divi¬ 
dend covered nearly twice by pwrnmg n 
and more than twice by free cash-flow. 

Less certain is how GEC would com¬ 
pare at a different .stage in the eco- . 
nomic cycle, its weakness remains its 
uncertain growth prospects. Defence 
markets are shrinking. Though the . 
damage from Germany abandoning 
the European fighter aircraft project, 
would be limited, it would still.make. 
GECs purchase of Ferranti look an 
expensive mistake. Earning s from tele¬ 
communications will fell this year as 


FT St Index: 2493.S (-27.3? 



System X winds down. Vigorous 
grow&.in power systems also seems 
unlikely^ One view is t hat G EC's 
immediate hopes lie fruits £876m net 
cash, arid the scope for its consumer 
business to rebound as recovery takes 
holds..Thetwo are mqtaaflyexclusive, 
however. \The consumer business; 
would ohly : recover in the unlikely 
event that interest rates fell sharply. 
That leaves cash as the matn driving 
force behind earnings this year. In 
that case, GECs yield :of 5.5 per cent 
compares rather badly with the aver¬ 
age money market fond; 

Continentai/Pirelli : 

It is easy to. feel 7 outrage at the 
efforts of Continental, the German 
. tyre company, torestrict Pirelli from }■ 

ey prrlmng fntl voting- ri ghts over tfrB 1 

40 per cent it directly or indirectly 
controls. Bat investors attending 
tomorrow’s annual meeting should' 
consider the. risks; before they throw .* 
out* tire limitation, on any. one share¬ 
holder voting mare than five per cent 
Unlike the UK, Germany has ho take-' 
aver code requiringall shareholders to; 
receive, equal treatments a hid. The 
.five.per -cent rule^wfejefr givefibarr- 
gaining rights to a broad corpus of 
shareholders, is the only effective bar- 1 
tier to takeover by steaUh, as Boesch - 
found to its cost whra confronted by 
Krapp. 

. By allowing Pirelli foil voting rights, 
other «WTwjdw< would be giving it•; 
effective control without gaining any¬ 
thing in return. Pheiffi argues that it is 
now too deeply engrossed in its own 
domertic restructuring programme to 
entertain hostile intentions towards - 
Continental. K is interested In being 


enfranchised only so that it can 
extract full value from its holding. • 

Eventually, it could realise a higher 
price for itself through the sale of its 
enfranchised stake. That might help 
Continental's share price by putting 
Pirelli's shares in firmer hands, but 
the purchaser would have do obliga¬ 
tion to other shareholders. Germany 
needs a proper takeover code, if its 
corporate sector is to secure more for¬ 
eign capitaL There is no point to going 
. half-way towards democracy, least of 
all when the benefit would accrue to a 
com pany which originally acquired its 
interests through a network of indem¬ 
nified undercover alliances. 

Granada 

At least one UK company yesterday 
had the market scurrying to upgrade 
its forecasts for the current year. 
Granada’s 49 per cent jump in interim 
profits was not only .better than expec¬ 
ted. The result also strongly suggests 
that the management broom of new 
chief executive Gerry Robinson is 
sweeping quickly down to the bottom 

Imp- ' 

The extent of the cost cutting - 
reflected in a 12 per cent increase at 
the operating level despite minimal 


help from 'the ecohomy - is a bit 
surprising at this belated paint in the 
cycle; But that is a question for Mr 
Robinson’s predecessors. The issue 
today is whether, after outperforming 
by 65 per cent over the last 12 months, 
tiie shares may not now run out of 
steam. At 257p, tbe forward earnings 
multiple is 16 to 17 times, a rating 
Which obviously allows for the addi¬ 
tional cost savings next year but 
winch also assumes the company wifi 
be able to generate new areas of 
growth. 

‘ The mature rental and increasingly 
competitive television business hardly 
seem the lftriiMt of candidates, which 
leaves leisure arid computer services. 
The latter division’s turnaround has 
been textbook stuff - cutting out 
head office overheads and weeding oat 
the dud contracts - and margins of 10 
per cent should be established by the 
-year&md. Whether Granada really can 
go on to attack manufacturers’ share 
-of-the maintenance market is another 
matter. 

. -Tn retrospect, investors probably 
over-reacted to the internal shenani¬ 
gans and rights issue drama a year 
ago. Granada's businesses have proved 
to be ftmdamenfally sound, and a pro¬ 
gressive payout assured. But the 
shares are still-taking a lot on trust 
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Banesto to sell 
cement group ^ 

Corporacion Banesto, the Spanish industrial. : 
holding company; is to sell Sanson' Spain's .f- 
second-biggest cement group, foERtaeObn;. 
(S623m). Sanson was Corporacion Baneato's. 
most profitable company last year. Thprsur- 

prise decision to sell comes fwo T m oh th s.aJ ter 
Banco Banesto launched a PtelZl bn public -■£. 
share offering for the 40 per cent of Sanson. 
that it did not already own. Page 16'.. 


Granada rises. 49% to£57m;^ 

Pre-tax profits at Granada, the OK leisure, tele¬ 
vision and computer services group, rose 49 
per cent to £57 2m ($109.2m) tor.thebalf-yaar.. J 
to April. The performance tor the slx-mprlth. C ' 
period was marginally ahead of the profit ffcg-. : 
jure for the whole of last year when Granada's; 
profits slumped from £120m to £57m Pape 2D, 
Market report, Page 31 ' 7 


Cocoa on road to re fo rm ' - 

After years of cautious reform the.Ghaftalan 
government is poised to take big steps towards 
privatisation of the cocoa trade arid curbing this 
stranglehold of the powerful; inefficientand “ .. 
costly Ghana Cocoa Board. In a critical first"' 
step, privatisation of domestic marketing is due 
to be introduced for the 1992-93 crop. Jteb* 20. ‘ 

Watchdog waits In the wrings ■ .. 

With privatised water 
companies announcing 
average dividend - 
Increases of 10 per. cent, 

. and profit increases 
ranging from 2 per cent 
. - to 30 per cent.thanks to - 
'•i-* price rises, sharehold- : 
ers have more to cele¬ 
brate than customers... 
The relationship with : 
Ofwat. the industry?.. 
watchdog, has improved 
and water companies .. 

| say both sides now understand each other bet- 
} ter. However, the views*of Mr tan Byatt (left).. 

| Ofwat's director-general, will become clear - 
| next month when he will officially comment oh 
[ the results. Page 22 

Spain aims for strong bank 

Madrid wants Spain;to have a bank capable of' 
fighting Its comer in a unitedEurope where big 
British. German and French groups are capa¬ 
ble of forming powerful lobbies to mould Com¬ 
munity banking regulations: Now Ways of • >- 
relaunching the privatisation of toe huge public 
sector banking operations ere being coriidd- 
eretj=Page W r • r v ' 

Japan's drug sector invaded 

The world's loading fore'ign^pharmaceuticaiV 
companies operating in Japan have - started to . 
ga.-n a presence in what used to be one of toe - 
most introverted sectors in the country.. . - 

Page 17 


• French jobs review co mpl e t ed 

‘ Yesterday the French cabinet completed the 
; third and final phase of foe review of top jobs 
i at state-controlled companies; Page 16 
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firms alarmed by EC directive 


London In London • - 

L " ■ I ■ .4 • • % 

•EUROPEAN regulations for the 
ae&rritifis; industry agreed this 
• w^ could lead to large areas of 
the onshore Eurobond market 
' ‘ ‘ a back oil to domestic 
rkefs, according to 
- „^_i&fokers. L 

Cm Mcmday, European govern¬ 
ments - readied agreement on a 
draft Investment Services Direc¬ 
tive,- which lays down rules for 
the conduct of securities bQSiness 
! in tbe European Community. 


The agreement gives govern¬ 
ments the right to demand that 
securities transactions under¬ 
taken by retail Investors - pri¬ 
vate individuals rather than 
institutions - are conducted on 
regulated markets. 

. The Eurobond market does not 
qualify as a regulated market 
because it does not meet the 
strict disclosure and reporting 
requirements laid down in other 
sections of the directive. 

Bankers had expected Euro¬ 
bonds to be specifically exempted 


from the provisions of the direc¬ 
tive. However, monetary officials 
familiar with the agreement con¬ 
firmed yesterday that no blanket 
exemption for Eurobonds has 
been granted. 

Firms fear that some European 
governments could now use the 
directive to increase the volume 
of business traded through 
domestic stock exchanges, by 
demanding that all retail bond 
business is conducted on a regu¬ 
lated market 

“We were given specific assur¬ 


ances by the regulators on this 
issue. I am astonished and con¬ 
cerned that the exemption is not 
in place," said Mr Dirk Hazell, 
Secretary General of the Interna¬ 
tional Primary Market Associa¬ 
tion, which represents leading 
Eurobond underwriters. In the 
first six months of this year com¬ 
panies and governments raised 
$148bn in the Eurobond market. 
Although institutional Investors 
fake the majority of big Euro¬ 
bond issues, retail investors 
remain a significant and lucra¬ 


tive area of the market Yester¬ 
day. IBM raised $300m from an 
issue targeted at retail investors. 

Other areas of European legis¬ 
lation exempt Eurobonds from 
securities regulations. For exam¬ 
ple, the Public Offers Directive 
says borrowers in the Eurobond 
markets need not publish a full 
prospectus before a new issue. 

Eurobond underwriters are 
already concerned that capital 
adequacy rules for the securities 
industry agreed two weeks ago 
will increase their costs. 


Philip Gawith reports on the world’s largest natural resources group 

Anglo American sells 
itself to the world 


ost .when Anglo American 
Corporation, the world's 
largest natural resources 
group, decides to let in.. some 
fight on its. business, political 
■events ruddy refocus attention 
on whether .investing in. South 
Africa makes sense. ■ . -. 

• \ Anglo's first roadshow for 
international investors-j-eaches 
(j fipHrvn today after eariier-perfor¬ 
mances in continental Europe. It 
has coincided with South Africa's 
descent , into political crisis fol¬ 
lowing the Boipatong massacre. 

. Mr Julian Ogilvie Thompson, 
An gin 'g- ffi mjpyw, isphlegmatic- 
about the timing:. “Now is not an 
ideal time, but having said that, 
you’re also hot going to run away 
from it” ... 

Anglo executives take comfort 
from the thought that the .road¬ 
show is intended to offer a lon¬ 
ger-term view of the company’s 
prospects. In'its 75-year history, 
it has played a central role in 
South Africa's gold, platinum and 
coal, mining.industries, and in 
the development erf local manu¬ 
facturing. 

It has also survived the diffi¬ 
cult years of apartheid, iY)Wnn, 
and frequent tension with the 
government Now the question is 
whether the group can flourish in 
the new Sooth Africa.. - 
L Anglo itself is not in any doubt 
- As one analyst notes, its execu¬ 
tives sometimes give the impres¬ 
sion that having headed off the 
threat from South Africa’a_ Afri¬ 
kaans speakers, they, are confi¬ 
dent they can cope with any chal¬ 
lenge from the country's black 
.community. 

'The future, however, will 
require satisfying domestic politi¬ 
cians and international investors. 
Clitics say Anglo's inbred busi¬ 
ness culture will need to change. 
Mr Richard Stuart, analyst at 
stockbrokers Martin & Co, says: 
The mood is not right fin this 
massive, centralised.company. 

“Anglo American is pretty 
much an anachronism from an 
international point of view with 
its cross-holding structure ren¬ 
dering management basically 
unaccountable to shareholders." 

Mr Ogilvie Thompson argues, 
that, being bid-proof allows Anglo 
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to take the long view. ‘Without 
having to bother that if your 
quarterly results aren’t good 
enough Mr Kohlberg, Kravis and 
Roberts are going to come in and 
change the whole thing”. 

The complicated control struc¬ 
tures reflect the fact that Anglo 
remains a family business. 
Although Mr Harry Oppen- 
heimer, son of the founder, 
retired as chairman 10 years ago, 
his views feature prominently in 
this week's presentation. Mr Ogil¬ 
vie Thompson is unapologetic 
about the family influence. “1 
think any chairman of Anglo 
who didn’t consult on the major 
issues with someone who built 
the place up, someone that obvi¬ 
ously has ability and who has a 
substantial shareholding, would 
be afooL* 

Critics, however, say Anglo is 
run by too many polished Oxford- 
educated courtiers, for whom 
relations with the family matter 
more than commercial ability. 

There are signs, however, that 
the group is changing. Anglo is 
discussing a possible bid for some 
European food assets with Royal 


• V.’ ' 1 


Group, an entrepreneurial South 
African company, suggesting a 
new adventurism both in terms 
of partners and markets. Mr Les¬ 
lie Boyd's appointment as a dep¬ 
uty chairman is evidence that an 
Oxford manner is not essential to 
rise to the top. 

With its three main associates 
- De Beers. Johannesburg Con¬ 
solidated Investment (JCI) and 

EQUITY ACCOUNTED 



EARNINGS 

Business activity 

% 

Mining finance 

21.6 

Gold and uranium 

9.4 

Diamonds 

24.5 

Coal 

6.4 

Platinum, base metals 


and other mining 

9.0 

Industry and commerce 

14.3 

Financial services 


and property 

8.5 

Investment earnings 

93.7 

Surplus on realisation 


of investments 

72 

Other net revenue 

5.5 

Prospecting 

16.4) 

Total 

100 
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GEC rises 1% and warns of 
job losses if EFA is cancelled 


By Charles Learfbeater, 
Industrial Editor 

CANCELLATION of the 
European Rgbter Aircraft (EFA) 
could have serious consequences 
for the UK's General Electric 
Company's radar factories in 
Edinburgh, Lord Weinstock, 
managing director, warned yes¬ 
terday after announcing a 1 per 
cent increase in pre-tax profits to 
£829m ($l-8bn) last year. 

He said the company had not 
calculated how many Jobs would 
be at risk, but GEC is planning to 
develop file EFA’s radar on the 
basis that Germany may pull out 
of the project's production phase 
' Lord Weinstock was confident 
that Britain’s other EFA partners 
Italy and Spain .- would 
develop a fighter regardless of 
the German derision. 

He said GEC’s results vindi¬ 


cated its strategy of expansion in 
Europe through joint ventures 
with Alsthom of France (power 
engineering) and Siemens of Ger¬ 
many (telecommunications). GEC 
also has a joint venture with 
General Electric of the US in con¬ 
sumer appliances. 

Profits from continental 
Europe rose 32 per cent to £199m, 
offsetting a fall in UK profits 
from £428m to £393m. 

Operating profit rose 2 per cent 
to £7Q2m for the year to Man* 
31, on a £27m fall in turnover to 
£9.44bn. largely due to a strong 
performance from GEC-Alsthom. 
Improved profits from GEC’s 50 
per (tent share in that venture 
helped profits in the power 
systems division rise 27 per cent 
to £157m. 

.. Operating profit at GPT, the 
telecommunications joint venture 
with Siemens, rose S2m to £127m 


on a 10 per cent fall in turnover 
to JELIbn. Better financial disci¬ 
pline at GPT also helped GEC’s 
cash reserves rise sharply, from 
£528m to £876m. GEC has net 
cash of about £1.46bn. 

The consumer goods joint ven¬ 
ture with GE raised operating 
profits by £3m to £21 m. Turnover 
fell £3m to £268m. Profits at elec¬ 
tronic systems, which m ai nly 
comprises Marconi, the defence 
electronics subsidiary, fell £9m to 
£2fi0m. The Picker medical equip¬ 
ment business unproved profits 
by £6m to £32m. but profits at the 
office equipment and printing 
division fell by £9m to £17ra. 

The board is recommending a 
52 per cent increase in the final 
dividend to 7.05p for a total of 
9.6p (up from 925p). Ear n ings per 
share were unchanged at i&6p. 
Lex, Page 14; Details, Page 21; 
Market report, Page 31 


WPP finalises debt refinancing 


By Gary Mead, 

Marketing Correspondent 

WPP, the. international 
marketing services group, has 
reached agreement to-swap a 
quarter of its Slbn of bank debt 
for equity. 

Agreements signed yesterday 
with its 28 -bank syndicate of 
lenders provide for 239.5m new 
convertible preference shares to 
be swapped for $27L6m of debt 

WPP announced on May 13 
that it was seeking Its second, 
refinancing since April 199L - 
.. 'Hie agreement, signed in the 
early hoars of yesterday morn¬ 
ing, must now be . put to share¬ 
holders; they will receive a docu¬ 
ment outlining the proposals by 
july .12. 

A hanker involved in the deal 
•end yesterday that “there was a 
bit of give from the banks at the 


last moment”, which allowed a 
slightly i mprov ed offer for the 
holders of WPP's 213m convert¬ 
ible preference shares. 

Under the terms agreed yester¬ 
day shareholders will be offered 
an improved rate of five times 
existing conversion terms, 
against roughly four times. There 
are also 60m ordinary shares 
issued. According to a banker 
speaking on behalf of WPP, the 
signed agreement could mean 
tanks eventually holding 48 per 
cent of the group. 

As part of the agreement, and 
subject to shareholder approval 
of the conversion of the existing 
convertible preference shares, the 
banks have also agreed to extend 
the deadline of the repayment of 
a $4ddm loan from June, 1993 to 
June, 1997, when a further 3604m 
loan falls due. The banks have 
also agreed to provide new facili¬ 


ties of up to Sl50m for two years. 

WPP is confident that the 
revised proposal will reduce 
resistance amongst disgruntled 
convertible shareholders, who at 
the start of June appeared to be 
preparing a united front against 
the original proposal’s terms. 

Under the terms of the deal 
such shareholders still stand to 
relinquish some $46m in accumu¬ 
lated unpaid dividends - WPP is 
unable to offer any dividend pay¬ 
ments at least until June 1993 - 
and their 78 per cent of voting 
rights will become 32 per cent. 
WPP has consistently argued 
that it was not prepared to nego¬ 
tiate on the conversion terms. 

WPP reported pre-tax profits of 
£56m (3104m) for 1991, down 38 
per cent, on revenues of £12bn; 
without exceptional items, pre¬ 
tax profits were £38.38m. 

Market report. Page 31 


Minorco - over which it has 
effective control, Anglo's market 
capitalisation at June 1 of S22.4bn 
makes it the world's largest natu¬ 
ral resources group. It controls 23 
per cent of the capitalisation of 
the Johannesburg stock 
exchange, down from 30 per cent 
in 1990, when gold mines were 
doing better. 

That size makes it a natural 
target for a future left-of-centre 
government, as South Africa 
moves towards majority rule. 
Anglo has years of contacts with 
opposition figures on which to 
draw for goodwill, but it is impos¬ 
sible to believe that a future gov¬ 
ernment will not take some steps 
- such as taxation of inter-group 
dividends - to encourage 
unbundling. 

In the meantime, analysts fore¬ 
cast a fairly flat earnings perfor¬ 
mance for the 1993 year. The best 
performance will probably come 
from financial services, with 
banking profits reasonably buoy¬ 
ant in South Africa, and Interest 
income from Minorco. the over¬ 
seas investment arm. 

The main mining interests - 


gold, diamonds, coal, platinum 
and base metals - are not expec¬ 
ted to show much change. Anglo 
owns stakes in some of the 
world's best mining assets. Its 
gold mines are second in quality 
only to Gold Fields; Vaal Reefs 
and Western Deep Levels are two 
of the richest gold mines in the 
world. Anglo has considerable 
exposure to diamonds through De 
Beers and Anamint; and it owns 
24 per cent of Rustenburg Plati¬ 
num. the world's largest pro¬ 
ducer. 

Demand for these commodities 
is dependent on strong world eco¬ 
nomic growth, however. Slow 
growth in the past two years has 
held down profits, and there is no 
immediate prospect of an upturn. 

Management has managed to 
keep gold production costs flat in 
nominal terms since the end of 
1990. in spite of double-digit infla¬ 
tion. But the mines need a higher 
gold price to stop the inexorable 
profit squeeze. Gold contributed 
only 11 per cent to equity earn¬ 
ings in 1992 compared with 41 per 
cent in 1983. 

Diamonds also need an upturn 
in the world economy, and a 
return of consumer confidence. 
An end to the gloom in Japan, 
which accounts for about a third 
of diamond sales, is particularly 
eagerly sought. 

Anglo's industrial assets, held 
mainly through Amic. are not of 
comparable quality to its mining 
assets. Some, such as motor man¬ 
ufacturerSamcor, are in busi¬ 
nesses where it is not easy to 
make money in South Africa. 
Others supply the mining indus¬ 
try and have suffered from their 
cutbacks. A company such as 
Highveld Steel is well regarded, 
but it also depends on improved 
stainless steel and vanadium 
prices. 

Anglo is a core holding in any 
institutional porrfolio in South 
Africa, partly because of its domi¬ 
nance of the local economy, and 
partly because its exposure to 
commodities offers a hedge 
against rand depreciation. It 
remains to be seen, however, 
whether its new interest in mar¬ 
keting itself overseas attracts a 
wider range of investors. 


BAe in 
talks with 
Taiwan 
Aerospace 

By Daniel Green in London 


BRITISH AEROSPACE is to have 
talks with Taiwan Aerospace on 
a possible joint venture to build 
regional jet aircraft 

Mr John Cahill. BAe's new 
chairman, is dne in Taipei today 
as part of a drive to secure the 
future of its loss-making 
regional jet aircraft business. 

Mr Denny Ko, Taiwan Aero¬ 
space president, said BAe was 
interested in the possibility of 
co-producing medium-range pas¬ 
senger aircraft for sale in China 
and other markets in the region. 

The move Is one of the stron¬ 
gest indications yet that Mr Cah¬ 
ill, who took up his post two 
months ago after a period of dis¬ 
appointing performance for BAe, 
intends radical changes for the 
company's loss-making busi¬ 
nesses. such as the regional jet 
aircraft operation. 

BAe has already held t alks this 
year with the big three Japanese 
manufacturers - Kawasaki 
Heavy Industries, Mitsubishi 
Heavy Industries and Fuji Heavy 
Industries - over a possible 
partnership in regional aircraft 

The company’s regional air¬ 
craft business has been in diffi¬ 
culties for some time. 

“There are a number of our 
aircraft that have been built in 
anticipation of rapid delivery 
and have not been sold. The mar¬ 
ket is very soft right now.” said 
BAe yesterday. 

The possibility of a BAe link 
with Taiwan could ease the wor¬ 
ries of the European Airbus con¬ 
sortium. the commercial aircraft 
maker in which BAe has a 20 per 
cent stake. 

Airbus is concerned that BAe's 
talks with the Japanese compa¬ 
nies could hurt the consortium's 
own efforts to establish a part¬ 
nership with the three in 
research and development for a 
new 600-800-seat jumbo aircraft 

Taiwan's own interest in suixt 
jumbos faltered earlier this year 
when it postponed a decision 
over whether to be involved in 
McDonnell-Douglas' plans for a 
new 400-500-seat aircraft, the 
MD-12. 

Taiwan Aerospace. 29 per cent 
owned by the Taiwan govern¬ 
ment. signed 2 preliminary 
agreement last November to buy 
up to 40 per cent of McDonnell’s 
commercial aircraft operations 
for S2bn. However, the two sides 
failed to reach a final agreement 

Taiwan Aerospace is also in 
talks with Russia's aerospace 
industry and France's Aerospa¬ 
tiale on joint manufacturing, 
said Mr Ko. 
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Banesto to sell 
cement group 
for Pta60bn 


CORPORACION BANESTO, 
the Spanish industrial holding 
group, is to sell Sanson, 
Spam's second-biggest cement 
group, for Pta6Qbn (®523ra). 

The Spanish group said that 
it would make a consolidated 
profit of Pta8bn on the dis¬ 
posal. the third major indus¬ 
trial sell-off in the past 18 
months. Sanson was Corpora- 
cLon Banesto’s most profitable 
company last year. 

Sanson is being sold to Apax, 
a Liechtenstein affiliate of Uni- 
fund, a Geneva-based financial 
holding company. Unifund, 
whose owners are Egyptian, 
controls Siam Cement, Thai¬ 
land's biggest cement manufac¬ 
turer. Cementos Lima of Peru 
and has banking interests in 
Mexico. 

A senior Corporacion Ban¬ 
esto official said last night that 
Unifund had first expressed an 
interest in investing in the con¬ 
glomerate a year ago and had 
signed a letter of credit for an 
option to buy Sanson last 
weekend. Unifund is being 
advised by JP Morgan of the 
US. 

The surprise decision to sell 


Sanson comes two months 
after Banco Banesto launched 
a Ptalilbn public share offer 
ing for the 40 per cent of San¬ 
son that it cfid not already own. 
Mr Arturo Romani, chief exec¬ 
utive of Corporadon Banesto, 
said at the time that the con¬ 
glomerate intended to 
strengthen its position in the 
cement industry. 

Corporacion Banesto said 
that the agreement with Uni- 
fund has been conducted “with 
enormous speed". 

The conglomerate offered 
PtalO.OOO per share to the 
minority equity holders com 
pared with the Pta20.012 per 
share which Unifond paid for 
the group. 

The cement company’s earn¬ 
ings fell 36 per cent to Pial.lbn 
in the first quarter of this year. 
However, this was double the 
amount returned by Acerinox. 
Corporacion Banesto’s next 
largest earner. 

Last year. Corporacion Ban¬ 
esto’s net consolidated profits 
fell by 48 per cent to Ptal2.6bn. 
In the first three months of 
this year, the conglomerate's 
top five companies lost 
Pta5.9bn. against 1991 first- 
quarter profits of Ptal.6bn. 


SGS-Thomson turns in 
second-quarter profit 


By Mictiiyo Nakamoto 

SGS-THOMSON, the heavily 
indebted Francoltalian semi¬ 
conductor venture formed in 
1987, made a profit in the sec¬ 
ond quarter of this year. 

“We were profitable in the 
second quarter, even after 
interest charges, and we expect 
to be profitable in the third 
quarter," a company spokes¬ 
man said. The group also 
hopes to be able to return to 
profitability for the whole 
year. 

The company has returned 
losses for each year except 
1989. It introduced restructur¬ 
ing measures in 1990, when it 
made an operating loss and a 
loss after tax of about SlOOm. 

Last year, it reported an 


increased loss after tax of 
$ 102 .6m, due in part to a hefty 
interest payment of $70m. but 
was able to report a slight 
profit at the operating leveL 

ST, which Is owned jointly 
by Thomson-CSF, the French 
state-controlled electronics 
company, and IRI/Finmeccan- 
ica, the Italian state-owned 
holding group, is ranked third- 
latest among European semi¬ 
conductor manufacturers In 
revenue terms by Dataquest, 
the high-technology consul¬ 
tancy. 

The group has. however, 
shouldered a heavy debt bur¬ 
den which totalled $900m 
last year, and it has been 
expected that ST would need a 
capital injection from the 
French or Italian government. 


Asko in 
DM413m 
write-off 
for year 

By Andrew Fisher 
in Frankfurt 


ASEO. the expanding German 
retail group, took a DM413m 
($258m) write-off last year on 
the value of its holdings in 
other companies and Is 
paying no dividend, although 
Its main activities turned in a 
sharply higher operating 
profit. 

The company said that 
DM200m of the provisions 
related to Its stake in Adia. 
the Swiss employment and ser¬ 
vices agency which was for¬ 
merly owned by the stricken 
Omni group of financier Mr 
Werner Rey. 

Adia is now controlled by 
Asko and Mr Klaus Jacobs, the 
Swiss businessman. 

A further DM45m of the 
write-offs was in Lonrho, the 
UK company. The result of the 
provisions was to reduce 
Asko's group net profits from 
DM282m to DM6m. 

At the operating level, 
Asko turned in sharply 
higher profits of DM6Slm 
against DM42 lm. Cash¬ 
flow was DMSOOm after 
DM494m last time. 

For this year, Asko said it 
expected operating profits to 
be similar to those of 1991. 
Restructuring at the 
self-service department stores 
and the setting up of its TIP 
discount chain had eroded 
profits early in the year, how¬ 
ever. 

Group sales In the first four 
months rose by 12 per cent, 
but Asko gave no figures. In 
1991. turnover was DMlSbn 
(DMlO^bn). 

Shares of the company were 
suspended on Monday pending 
the announcement of the 
writeoffs and the derision to 
pay no dividend after last 
year's distribution of DM17 
per voting share and DM19 per 
preference unit. 

Asko has said it Intended to 
concentrate in future on 
its main store, food, do-it-your¬ 
self, furniture, and clothing 
activities and shed peripheral 
operations. It is opening 
65 new stores this 
year. 


Playing politics with a country’s top jobs 

Alice Rawsthorn on the last phase of the French cabinet’s review of the corporate elite 


W HEN Mr Pierre Bere¬ 
govoy, the French 
prime minister, con¬ 
templated the latest three- 
yearly review of the top jobs at 
France's state-controlled com¬ 
panies, he made dear that he 
did not envisage any dramatic 
changes. 

His reasons were dear. The 
general election is only a year 
away. Many of France's nation¬ 
alised companies are strug¬ 
gling to adjust to intense inter¬ 
national competition. The last 
thing the French premier 
wanted was to add to that 
instability with by stiring con¬ 
troversy over government’s 
role in industry. 

Yesterday, Mr Beregovoy’s 
cabinet completed the third 
and final phase of the review, 
whicb encompassed the top 
jobs at 45 of France's state-con¬ 
trolled companies, including 
the two biggest banks, three 
large insurers, the gas and 
electricity groups, and a string 
of key industrial concerns 
ranging from Air France to 
Thomson electronics. 

Mr Beregovoy achieved the 
stability. The only changes in 
the financial sector concerned 
smaller banks, such as Com- 
pagnie Finanrifere du CIC and 
Societe Marseillaise de Credit 
Most of the chairmen to lose 
their jobs in the industrial sec¬ 
tor, apart from Mr Francis Lor- 
entz of Bull, did so because 
they were about to pass the 
mandatory retirement age of 
65. 

But Mr B&regovoy has been 
less successful at averting con¬ 
troversy. The background 
story of this summer's three- 



Frands Lorenz: lost his 
Job at Groupe Boll 


Jean-Yves Haberer: staying' 
on at Credit Lyonnais 


Rene Thomas: staying 
on as BNP chairman 


yearly review is a neat illustra¬ 
tion of the pervading influence 
of politics over corporate life in 
France. 

Initially, it had looked as 
thoug h there would be changes 
at the top of at least one big 
bank, Banque Nationale de 
Paris, where the chairman, Mr 
Rend Thomas, 63, is due for 
retirement, and at an insurer, 
probably Groupe GAN, to cre¬ 
ate a job foT Mr Daniel Lebfe- 
que, number two at BNP. 

At one stage, it even seemed 
feasible that Cxddit Lyonnais, 
the other big bank, would also 
lose its chairman, Mr Jean- 
Yves Haberer, because of the 
controversy over his aggres¬ 
sive strategy. 

In the end, Mr Thomas 
stayed at BNP. His job is said 
to have been offered to Mr 
Jean-Clande Trichet, head of 


the French Treasury, who 
turned, it down reportedly for 
fear of upsetting Mr Lebfegue, 
his predecessor at the Trea¬ 
sury. Mr Thomas.* a close 
friend of'President Francois 
Mitterrand, was prevailed upon 
to postpone his retirement. 
This meant that all three 
insurers - Union des Assur¬ 
ances de Paris (UAP), Assur¬ 
ances Gdndrales de France 
(AGF) and GAN - kept their 
chairmen as there was ho heed 
to make way for Mr Lebdgue. 

M eanwhile," . Mr 
Hab6rer remained at 
Credit : Lyonnais 
despite the . fact that one 
director abstained from the 
board's • vote on his" 
renomination. Mr Habdrer barf 
seemed vulnerable until March 
when his good friend, Mr 


Bdrdgovoy, became' prime 
minister. . 

. The changes in industry 
show, the same pattern of 
. political patronage: Mr Lorentz 
lost his job at Bull mainly 
because, like Mr Haberer, he 
had pursued a highly 
controversial strategy, but 
unlik e the Credit Lyonnais 
chairman, he had no powerful 
friends to protect him. 

- Mr ~ Lorentz's dismissal 
prompted le Point the news 
magazine, last week to run a 
feature entitled “Les 
Presidents du President”, 
arguing that Mr Mitterrand's 
intervention was making a 
nonsense of. Mr Beregovoy’s 
attempts to depoliticise the. 
review. 

Another controversy erupted 
this week .when Mr GUles 
Menage was named as the new 


chairman of Electricity de 
France (EDF), replacing the 
retiring Mr Pierre Delaporte. 
Mr Mdnage, 49. is the head of 

President Mitterrand’s private 
office. The EDF trade unions 
immed iately protested agai n st 

• his appointment. 

Despite the rows over Mr 
Lorentz and Mr Manage, the 
concept of political control 
.over- industry, is so 
well-entrenched in French 
society - where the state 
sector represents 12 per cent of 
the economy according to the 
Organisation for Economic 
Cooperation and Development 
— that there is no groundswell 
. of " demand for radical reform. 
However, there are signs of 
pressure for moderate changes 
within the system. 

Mr Michel Sapin, finance 
minister, recently suggested 
that the three-year tenure 
sh o uld be extended to five to 
give more continuity to the 
p ub lic sector. The- pressure for 
change is likely to intensify as 
the government proceeds with 
its privatisation programme 
and is certain to accelerate if 
the right, returns to power next 
year . and accelerates 
privatisation. 

Even some of the state 
chairmen favour changes. Mr 
Jean Peyrelevade, who has just 
been renominated for the top 
job at UAP, recently said be 
believed nominations should 
be left to the board, not to the 
government. However, he did 
add. with the self-confidence 
typical of France's corporate 
elite, that “the same people 
would probably end up in 
charge anyway". 


Hafnia Holding shares suspended 


By Hilary Barnaa 
In Copenhagen 

HAFNIA Holding. the 
embattled Danish financial ser¬ 
vices group, yesterday asked 
for its shares to be suspended 
while police investigate trans¬ 
actions by a senior manager on 
the company’s behalf. 

The suspension came a day 
before subscriptions open for 
the group's rights issue, which 
is intended to raise DKr2bn 
(|34lm) to stabilise the group's 
financial position. 

The group's equity capital 
has been virtually exhausted. 


partly as a result of the unsuc¬ 
cessful attempt last winter by 
Hafnia and Norway’s UNI 
Storebrand to acquire control 
of Skandia, Sweden's largest 
insurance company, and by. 
falling bond and share 
prices in Denmark this 
summer. 

Hafnia's latest problem was 
discovered when it was called 
on to redeem options to buy 
shares in Interbank, a small ' 
bank owned by the listed pro¬ 
fessional soccer club, Brond- 
byemes Fodbold. ; , 

The purchases of Interbank 
shares were intended to secure 


Inana from financial houses to 
the football club, according to 
Hafnia. 

The options, for a sum total¬ 
ling DKr288m, were established 
withont the knowledge of the 
director s , Hafnia saiti 

The deputy general manager 
responsible for the deal has 
been dismissed and police have 
been asked to investigate the 
transactions. .... 

The options were made at a 
share price which is higher 
than the intrinsic value of 
Interbank, a. difference 
amounting to DKr35m to 
DKr45m, said Hafnia. 


Heavy loss at Sodiaal 


By Alice Rawsthom - 

THE PROBLEMS of France’s 
dairy industry were high¬ 
lighted yesterday when 
Sodiaal, one of- the largest 
dairies, announced, heavy 
losses for last' year and joined 
forces with Bongraln, one of its 
competitors, to rescue Union 
Laltlere Normande, an afling 
dairy co-operative.. 

- Sodiaal. which owns* the 
Yoplait yoghurt brand, man¬ 
aged to reduce its net losses 
from FFr347.2m in 199(1. to 
FFr227_6m (S44.4m) in 1991 on 
turnover which rose from 


FFrlTbn to FFrl7.5bn over the 
same period. 

The French dairies have 
-come under pressure because 
of structural changes in the 
agricultural sector and the 
slowdown in the economy. 
They have also been affected 
by greater competition from 
other food companies. 

Dairies face further pressure 
dne to the concentration of 
ownership in French food 
retailing which has seen a 
series of mergers c ulmina ting 
in last month's takeover of the 
Rallye supermarkets by Casino 
re tail group. 
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TOTAL EXPLORATION AND PRODUCTION THAILAND 

US$ 145,000,000 
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for 

THE DEVELOPMENT OF THE BONGKOT 
GAS AND CONDENSATE FIELD 
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Manager 

BANQUE FRANCAISE DU COMMERCE EXTERJEUR 
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BANQUE EUROPEENNE DE TOKYO S.A. BARCLAYS BANK PLC PARIS BRANCH 

NMB POSTBANK GROUP 


Security Agent and Engineering Bank 
BANQUE INDOSUEZ 


Facility Agent and Lender of Record 
THE SUMITOMO BANK, LIMITED 


I 

BANQUE INDOSUEZ 
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THE SUMITOMO BANK, LIMITED 


TOTAL 

This announcement appears as a matter of record only 


Mortgage Funding 
Corporation No 1 Pic 
£175,000.000 Class Arl 
S25.000.000 Class A-2 
Mortgage backed floating 
rate notes March 2020 

For the interest period 30 June, 
1992 to 30 September, 1992 the 
Class M notes will bear 
interest at 10.6125% per 
annum. Interest payable on 30 
September, 1992 will amount 
to S2.667.62per S100,000 note. 
The Class A-2 notes will beer 
interest at 10.8125% per 
annum. Interest payable on 30 
September,1992 will amount to 
32.71730 per 5100,000 note. 
Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


I Ituopcnucd m 

mler Ae BioUm* Snw .Act l*9M 

up to £25,000,000 
Subordinated Floating 
Rate Notes Due 2006 
For the six month Interest 
Period 29th June, 1^2 to 
29th December. 1992, the 
Notes will carry an interest 
rate of 11.30 per cent, per 
annum, wirh a Coupon 

Amount of £2.825.00 per 
£50,000 Note and £28,250.00 
per £500,000, payable on 
29th December, 1992. 

Listed on the Luadoa 
Stock Exchange. 


Q BnlmThit 


Compuy.loodoa AfcslBwA 



THE SOUTH AFRICAN BREWERIES LIMITED 


Ragslraaon Ninttr MffMZMS 
(Incorporated n (he R*pgfc*c of South Africa) 

raw 


Result of share offer in lieu of the cash payment of the dividend 


UAL Merchant Bank Limited is authorised to announce that the offer of new ordinary shares in SAB In lieu of the 
cash payment of the dividend made to SAB ordinary shareholders registered on Friday. 29 May 1992 dosed at 
15:00 on Friday; 26 June 1992. 

Ejections to take up new ordinary shares were made in respect of 4,555,689 shares out of a total Of 5,013,372 
shares offered, representing a 90.9% acceptance. Accordingly. SAB’s total issued fully paid ordinary share 
capital has increased from 268.135,210 shares to 272.690,899 shares. 

Listing and trading in odd lots 

The listing of the 4.555.689 new ordinary shares in SAB win commence on The Johannesburg Stock Exchange 
and the London Stock Exchange from the commencement of business on Thursday, 2 July 1992. 

Shareholders who wish to acquire additional ordinary shares In order to increase their odd lot holdings to 
multiples of 100 shares, or to dispose of odd lots held, should request their stockbrokers to contact Fergusson 
Bros., Hall. Stewart & Co. Inc., who have made arrangements tor trading in odd lots at the relevant ruBnq market 

price tor a penodoftwo weeks from Thursday, 2 July 1992 to the dose of trading bn Wednesday 15 July 1992. 

Posting of dividend chequesand share certificates ‘ 

On Wednesday, 13 May 1992 an ordinary dividend of 97 cents per share was declared and is payable on all such 
ordinary shares in respect of which no elections were made to receive new ordinary shares. 

SwSSters^dby ^** ** payment 01 ^ onjiri a r y dividend and share certificates wiU be posted to relevant 


Merchant banker 

UAL Merchant Bank Limited 
(Reg No 55/03181/06) 

2Juty1992 


Sponsoring broker 

Fergusson Bros.. Hail, Stewart & Co. Inc. 

(Reg No 72/08905/21) 

{Member of The Johannesburg Stock Exchange) 


ALLIANCE-*- LEICESTER 

Alliance & Leicester 
Building Society 

£125,000,000 
Floating rate notes 1993 

The interest payable on 31 July. 
1992 will amount to S526S4 
per SJ0.000 note. 

Applicable interest rates are as 
fallows: 

31 Jan to 28Feb 1992-10.78125% 

28 Fkb to 31 Mar 1992-10.59375% 
31 Morn 30 Apr 1992-11.125% 

30 Apr to 2S Stay 1392-10.73% 

29 Uay to SO Jan tug*-10.125% 

30Junto 31JW 1992- 1021875% 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 



Milk Marketing Board 


£75,000,000 Floating Rate Notes 1993 ■ • 

tn accordance with the premiaore of the Nates, notice is hereby pven tfw 
the rate of interest tor the .'three month period. 30th June,. 1992 lb 
30* September, 1992 has been fixed.at »0'/« per cent per mma. Coupon 
No. 26 wi therefore be payable on 30th Septembe r. 1992 aiTI.28fi.25 per' 
coupon from Notes of £50.000 nominal and£E2&83 per coupon from Notes 
Of £5.000 nominal 

S.G. WARBURG & CO. LTD. . 

Agent Bank 


£150,000,000 



BRISTOL & WEST 

BUILDING'S OC1ETY 

Floating Rate Notes Due 1993 


Interest Period 

Interest Amount per - 
£5,000 Note due . 

31st July 1992 


31st January 1992 
31st July 1992 


£26339 


Credit Suisse First Boston Limited 
-Agent 


Yorkshirelnteroational Finance B.V 

£ 20 , 540,000 

Guaranteed Floating JUte Notes due 1994 
Guaranteed on an unsubordinated basis by 



Yorkshir e Bank PLC 

In withjfaepmdHM»«fdn Non. Notice b fcodnr 

4r*en - that far ^ period Jute 30, 1992 

“ on interest we 

^ i*H* «-tnopoo amount of «29-6i per 

Ct ffeSWeirlCapitalMarkets Limited 

-rA^ear'Bmik ... ’ .r 
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Hughes Aircraft to cut 
workforce by over 9,000 


By ftifcfci TaA In Mew York 

HUGHES Aircraft,, part of 
General. Motors and the. lead¬ 
ing" US .defence electronics 
group. Is to axe over 9^)00 jobs, 
or 15 per cent of its workforce, 
during the nextlB months. The 
move accompaaies;-a signifi¬ 
cant overhaul of the company’s 
production facilities and- bust 
ness lines. . •-- . 

The restructuring - blamed 
partly on.cuts.in defence.pro: 
grammes and partly on -the 
weak economy - wifi result tu 
an after-tax charge of $749:4m» 
to be taken-in thfe second quar¬ 
ter of 2992. Hughes , said that 
about 60 per cent of this figure. 
related directly tu the consoli¬ 
dation or elimination of certain ’ 
facilities. 

Another 20 per cent - about 
$!50m is to cover rednn- 
dancy payments and other 
expenses. The rest- relates to 
the costs of ratio nalising some 
product lines, business and 
other assets. ' - . -'. - . 

Hughes did not disclose 
which specific businesses and 


Chrysler’s debt 
talks advance 

By Patrick Harverson 
In New York : - - - . 

CHRYSLER'S negotiations 
with Its bankers over the 
rescheduling of more than 
$&8bn of the compands debt 
should -be concluded this i 
month, according to Mr Lee 
Iacocca, the chairman. 

Talks were “going very 
well thanks to some of Chrys¬ 
ler’s newly-launched vehicles 
and improving sales outlook,' 
Mr Iacocca said. 

An agreement should be 
reached by July 30, but could 
be finalised sooner. . 

Mr iacocca said the company 
was ready to operate profitably 
selling, between 2m and 2£m 
vehicles a year over the next 
five years.’: > :* v ‘ 

• General .Electric of the US 
said it hoped by 1995 toTiave 
between 5 and 10 per cent of 
tile world market in small 
motors for use in residential 
heating, ventilation and air- 
conditioning (HVAC) systems, 
writes Alan Friedman in New 
York. 


.plants would; . pr 

merged. It Jmerdj^'stated in 
abroad, terms -tmajor 
facilities xona^datioiTwas 
being nndertakan^pt the 
company dld-maked^aptiiat it 

was stffl’ or 

close some.busiiateMi - “ihat 


. tegic to burgro^^^^^ :- .. 
;. f A - . year i agci. :' Hu8ires 
announced .. orgafiisatioaal 
- changes designed id’ ^utteore 
.. .empUasis.on. conunCTCial 
markets , and' ! kSseir- . tfiel 
, .company's dependency on 
Pentagon cmtiact^ pS d^mce 
: spending > 

• around 5 perdenfca ysar, wb3e 
-Pentagon. contracts; ; still 
accountedfor ahoutTOiwr cent 
• of Hughes -sales. Tbe ; company 
has said ifvreold Hke to rednee 
th&.toaroiuml 50 per cent 
. ' The bulkfoftbe jobs lost will 
be in southern California, 
where twj^tbJrds. of Hughes’ 
60 ; 000 -stMMev : vTOrSfOrcfr is. 


Hughes, added that there 
would ; he,, .it 'further $40m 
charge on earnings; because of 


a change in the "way it 
recognises revenues, from some 
of its commercial businesses. 
This, it said, would be more 
consistent with the practices In 
those Industries, ; • • 

• Northwest Airlines, the 
. heavily-lndebted US carrier, 
said it was , cutting . 250 
. management jobs out of a total 
of 5.000. agoudesreport 
.-•Boeing, the US aircraft 
maker, said it was in talks 
, with China about possible new 
-' aircraft orders this year, writes 
Alan Friedman in New York. 

The company also sought to 
play down tSe significance of a 
llJJbn deal announced on 
Monday by McDonnell Douglas 
to co-produce-40 commercial 
aircraft in China. Boeing, a 
rival of McDonnell Douglas, 
termed the .McDonnell deal a 
mere “follow on" to previous 
orders. 

Boeing declined to elaborate 
what new orders it may receive 
from China’s airlines. But it 
add that by the end of the year 
more than 100 Boeing aircraft 
would be operating in China. 


Reorganisation at O & K 
will cost more jobs 


By Andrew Baxter - 

ORENSTEIN A-Koppel (O&K). 
the big Genian construction 
equipment and escalator pro¬ 
ducer, & to reduce its work¬ 
force by 780, or 9.5 per cent, 
and streamline, its. manage¬ 
ment as part Of a reorganisa¬ 
tion plan unveiled in Dort¬ 
mund yesterday.. 

The shake-up will reduce 
OAK’S workforce to 7,400, and 
cranes on top of about L000 job 
cuts last year, It follows the 
approval; by shareholders in 
Hoesch, ..the German steel 
group which owns 75 per cent 
of O&K, of the long-awaited 
takeover by Fried. Krtipp. 

llie reorganisation, as dis¬ 
closed in the Financial Times 
earlier thin week, ti ffindea the 
sale of O&K's plant and 
systems division to Hoesch. 
lbe division will be combined 
with its counterpart at Krupp 
Indnstrietechnik. 

O&K said yesterday that the 
reorganisation and new corpo¬ 
rate strategy was aimed at 


ensuring'“the-long-term .and 
permanent strengthening and 
stabilisation of the company.” 

The company admitted that 
its expansion during the 1980s 
had led to “dissipation and 
heavy burdens oh the capital 
structure and personnel 
resources." 

Coupled with the sharp foil 
in the US dollar and the big 
. recent dedihe in . the western 
European construction equip¬ 
ment market, this has forced 
O&K to concentrate on its tra¬ 
ditional stren gths. 

A new dimmed-down man¬ 
agement structure will remove 
two levels of management In 
addition, Mr Dieter Schneider 
and Mr Wolfgang Starke will 
join the 0&K management 
board from Hoesch. 

O&K had total sales last year 
of DM2S8bn, from DM2.41bn in 
1990, and win report a loss for 
1991 because of heavy restruct¬ 
uring costs and provisions. 
Sales of the new-look O&K are 
expected to reach DML8bn to 
DMUHm this year. 


South Africa 
to change 
control of 
airports 

By Daniel Green 

SOUTH Africa is to take its 
Airports- and air traffic 
services out of direct 
government control and into 
two new companies. 

Hr Piet Welgemoed, South 
Africa's transport minister, 
wifi today announce the 
approval of proposals for the 
commercialisation of nine 
airports and air traffic and 
navigation services, said Price 
Waterhouse, the London 
accountancy firm which 
helped draw up the proposals; 
yesterday. 

The South African 
government will remain the 
sole shareholder in the 
companies bat both will be 
run oh a commercial basis. 
The government should be 
able to phase out its subsidies, 
said Price Waterhouse. 

The biggest of the airports, 
Jan Smuts at Johannesburg, 
handles about 12 m passengers 
a year, comparable with 
Geneva airport. 

Eight other airports will 
also be affected, including 
those at Cape Town and 
Durban. 

South Africa is an 
increasingly popular 
destination for air traffic: 
over the past year, 25 
airlines which had not 
previously offered flights to 
the country applied for access 
rights. 

Legislation will have to be 
passed before the proposal can 
proceed. “This could happen 
by the spring of next year,” 
said Mr John Wright, who is 
head of regulation and 
competition services at Price 
Waterhouse. 

A regulation committee will 
be 'established by the Sonth 
African government for the 
two companies, but will not 
have authority to intervene in 
the everyday running of their 
affairs. 

Airports and air services are 
currently run as part of a 
government department. Mr 
Wright said that the move was 
not: a prelude to any 
privatisation. 

. The proposals to run them 
on a more commercial basis 
have been drawn up since 
June 1991. 


Healthy market for pharmaceuticals 

Emiko Terazono on the growing accessibility of Japan’s drugs sector 

A FTER years of sitting stock and real estate markets Mr Hofstaetter. at Hoechs 

in the back seat, the have triggered activity among ten foreign says the key to success is t 

world's leading phar- foreign drugs companies. drug COMPANIES have a number of strong prod 


A FTER years of sitting 
in the back seat, the 
world's leading pbar- 
.maceutical companies operat¬ 
ing in Japan have started to 
gain presence in what used to 
be one of the most introverted 
sectors in the country. 

Until recently, Japanese 
drug companies had the mar¬ 
ket virtually to themselves, 
with imports accounting for 
less than 10 per cent of total 
sales. However, recent falls in 
asset values, along with indus¬ 
try restriction, have created 
chances for international drug 
companies to expand their Jap¬ 
anese operations. 

The country’s drugs market, 
the second-largest in the world 
after the US with annual sales 
of Y6.000bn ($47bn\ holds sub¬ 
stantial potential for further 
growth as the population ages 
rapidly and Japanese consum¬ 
ers become increasingly 
health-conscious. 

Mr Thomas Hofstaetter. exec¬ 
utive managing director at 
Hoechst Japan, says: “For a 
pharmaceutical company to be 
truly global, it must maintain 
presence in US, Europe and 
Japan.” However, until 
recently, most foreign compa¬ 
nies, lacking distribution net¬ 
works, were forced to rely on 
tie-ups with Japanese compa¬ 
nies. 

Although acquisitions by 
leading foreign companies date 
back as far as 1983, when 
Merck of the US purchased 55 
per emit of Banyu Pharmaceu¬ 
tical, a medium-sized listed 
company, such cases were 
rare. The recent fall in the 


stock and real estate markets 
have triggered activity among 
foreign drugs companies. 

Earlier this year, Pfizer, the 
US drugs and chemicals group, 
announced plans to buy 
Koshin Medical, a privately- 
owned medical equipment dis¬ 
tributor, for an estimated 
Y3bn. Last year, Monsanto of 
the US acquired 12 per cent of 
Hokuriku Pharmaceuticals for 
Yl4.5bn, and Roussel Medica 
merged with Morishita Phar¬ 
maceuticals. 

Other leading European drug 
groups have also shown inter¬ 
est in purchasing Japanese 
companies. Bankers point out 
that some smaller Japanese 
drugmakers and wholesalers 
are welcoming foreign drug 
companies which have compar¬ 
ative advantages over their 
Japanese counterparts. 

The price cuts by the Minis¬ 
try of Health and Welfare, 
implemented every two years 
from 1981 and averaging from 
10 to 15 per cent, have 
squeezed profits at drug manu¬ 
facturers. The small and medi¬ 
um-sized companies, which 
lack new innovative drugs, 
face increasing difficulties. 

Japanese drug wholesalers 
have also been forced to 
change their business strate¬ 
gies due to the price cuts. In 
the past, the manufacturer and 
wholesaler had special keiretsu 
- corporate grouping - type 
relationships. However, the 
price cuts are continually 
depressing profit margins, and 
wholesalers now need to dis¬ 
tribute a wide range of prod¬ 
ucts, rather than those of one 
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manufacturer. 

Last April, Japan's Fair 
Trade Commission banned 
manufacturers and distributors 
from manipulating drug prices, 
and that has also broken the 
cozy their relationship.Mr 
Kenji Wakamatsu. at Sandoz 
Pharmaceuticals, says: “Since 
wholesalers have more free¬ 
dom ir’s much easier for for¬ 
eign companies to establish 
ties.” 

Foreign companies that 
entered the Japanese market 
early have started to set up 
their own sales and marketing 
operations. Sandoz. which 
entered the market in the 1960s 
through a distribution tie-up 
with Sankyo, the second-larg¬ 
est Japanese drugsmaker, set 
up its own distribution net¬ 
work in 1990. Bayer also ended 
its sales tie-up with Takeda. 
the industry leader, in 1990. 


Warburg trims Japanese costs 


By Stefan Wagstyl in Tokyo 

SG WARBURG, the UK 
securities group, is pulling out 
of making markets in London 
in Japanese equity warrants, a 
business which has suffered 
badly in the wake of the slump 
in the Tokyo stock market 

Hie move is the latest step 
in a steady trimming of costs 
in Warburg’s Japanese equity 
operations, including a reduc¬ 
tion in the number of staff 
employed by 31 to ill over the 
past year. 

Like other brokers, Warburg 
has been hit by the sharp 


decline in prices and volume in 
the stock market which began 
in early 1990. 

In the changes announced 
yesterday, four people in Lon¬ 
don have lost their jobs and 
two others are being trans¬ 
ferred to other work. 

Two remaining traders will 
continue to trade in London 
but they will not make mar¬ 
kets. Warburg will continue to 
trade warrants in the Tokyo 
markets. 

Christopher Purvis, branch 
manager of Warburg's Tokyo 
office, said Warburg has been 
“refocussing" its Japanese 


operations. It had pulled out of 
making markets in warrants in 
London because the decline in 
turnover had made the market 
illiquid. 

Warburg is the third com¬ 
pany to have pulled out of mar¬ 
ket making in warrants in Lon¬ 
don. 

The other companies were 
Kleinwort Benson, of the UK. 
and Merrill Lynch, the US 
broking group. 

About 12 market makers are 
left, including the Big Four 
Japanese stockbroking groups 
and several British and Ameri¬ 
can companies. 


Mr Hofstaetter. at Hoechst 
says the key to success is to 
have a number of strong prod¬ 
ucts. 

Bayer's Adalaat, a calcium 
antagonist, posted sales of over 
Y50bn last year, becoming the 
second best-selling drug in 
Japan. Nippon Roche's Furtu- 
lon. an anti-cancer agent, is 
also seeing brisk sales. Mr 
John Wilson, pharmaceutical 
analyst at James Capcl in 
Tokyo, says: “Japan is a profit¬ 
able market for foreign compa¬ 
nies, since they already have 
effective drugs and do not need 
to spend a fortune on research 
and development “ 

Many foreign companies are 
in final stages of setting up full 
operations with production, 
sales, and research and devel¬ 
opment. Bayer is investing 
Y20bn in its new research cen¬ 
tre, while Sandoz expanded its 
production plant north of 
Tokyo ana expects its new 
Y15bn research laboratory to 
he completed next year. 

In contrast to foreign car and 
electronics makers, foreign 
drug companies, which hold 
about 20 per cent of the mar¬ 
ket. say they are treared 
equally with the Japanese. 

One problem which remains 
is clinical testing for new 
drugs, where foreign compa¬ 
nies must present data from 
clinical trials in Japan. How¬ 
ever, the Ministry of Health 
and Welfare is loosening its 
grip as more Japanese compa¬ 
nies venture abroad, and with 
some drugs, overseas data 
from pre-clinical tests are 
accepted. 


Aetna to take 
$45.7m charge 

AETNA Life & Casualty, one of 
the largest US insurance com¬ 
panies. warned yesterday that 
it will take a S45.7m charge 
against its second-quarter 
eamings.because of indirect 
involvement in the Olympia & 
York situation, writes N ikki 
Tait in New York 
The insurer faces obligations 
under a surety bond issued by 
its Aetna Casualty and Surety 
Company subsidiary, causing 
Aetna to pay $20.75m to hold¬ 
ers of Eurobonds issued by 
O&Y to finance its 55 Water 
Street property' in New York 
yesterday. 


FUTURES & 

OPTIONS 

TRADERS 


Lincoln Metrocenter Partners 

has beenformed. to develop 

Lincoln Square 

an 800,000 square foot residential and retail development 
adjacent to Lincoln Center, New York City 


$234,600,000 

Equity and medium-term debt financing 


Medium-term debt provided by 

Bayerische Hypotheken-un d Wechsel-Bank, AG 

as Agent 

Siidwestdeiitsche Landesbank Girozentrale 


The undersigned acted as financial advisor to 
Christopher M. Jeffries and Millennium Partners andplaced 
the partnership interests and medium-temi debt financing 
with international investors and financial institutions 


JPMorgan 


June 1992 



OLYMPIC ACCOMMODATIONS 

For Corporations Only 
Available all dates, in Barcelona Harbour. 
minutes front game sices, aboard the brand new Crown Jewel 
. Competitive rates call: 

U.S.A. 305 529 3000 
ask for Barcelona 


This announcement appears as a mutter oj record only. 


0 
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Hitachi Credit Corporation 

lIncorporated with limited liability in Japan) 


U.S.$100,000,000 
7Vs per cent. Notes due 1997 


Issue Price: 101.115 per cent. 


Nomura International 

Salomon Brothers International Limited Merrill Lynch International Limited 


UBS Phillips & Drew Securities Limited 
Banque Bruxelles Lambert S.A. 

DKB International 

Goldman Sachs International Limited 
J.P. Morgan Securities Ltd. 

Paribas Capital Markets Group 
Towa International Limited 


ABN AMRO Bank N.V. 
Daiwa Europe Limited 
Fuji International Finance PLC 
Lehman Brothers International 
Morgan Stanley International 
Sanwa International pic 
Yamaichi International (Europe) Limited 
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INTERNATIONAL COMPANIES AMD CAPITAL MARKETS 


Launch set for 
Italy’s first 
futures market 


Spain brings a succulent fruit to market 

Peter Bruce on the country’s plan to push on with privatising, public sector banking 


S PAIN is considering ways of 
relaunching the privatisation of 
the huge public sector banking 
operations which it brought together a 
year ago under the name of Argentaria. 

There Is a lot at stake. In terms of 
assets, Argentaria outweighs ail the pri¬ 
vate sector banks combined. Its collec¬ 
tive loan portfolio totals same $65bn. At 
book value, the group is worth about 
$5.5 bn. 

Madrid wants Spain to have a bank 
capable of fighting its corner in a 
united Europe where big British, Ger¬ 
man and French groups are capable of 
forming powerful lobbies to mould 
Community banking regulations. 

The government is concerned that 
Spain's private sector banks may never 
achieve the critical mass needed to 
compete on an equal footing. In Argen¬ 
taria, Madrid believes it has created the 
ideal weapon. 

Argentaria consists of all the public 
sector finanria! institutions, inclu din g 
Banco Exterior, the post office savings 
bank, and the publicly-owned indus¬ 
trial, mortgage, agricultural and munic¬ 
ipal banks. 

A flotation planned for last year, 
designed to reduce the state's owner¬ 
ship in Banco Exterior from 69 per cent 
to 51 per cent, was halted after Mr Fran¬ 
cisco Luzon, Argentaria's president, 
began to have serious doubts about its 
implications. 

Mr Luzon Is determined to shed 
Argentaria's image as a bloated public 
sector institution too closely linked to 
government policy. He is wn-rhing for 
a balance between public and private 
ownership that will force Argentaria to 


be competitive while not abandoning its 

role as a national flag bearer. 

He bias to decide whether to float part 
of the holding company. Argentaria, 
which is 100- per cent owned by the 
state, or a further tranche o£ Banco 
Exterior which is 69 per cent owned by 
Argentaria. A third possibility would be 
to buy back tbe 31 per cent privately- 
held minority in Exterior and then sell 
Argentaria. 

One of Mr Luzon's problems in 
designing a flotation is that if he opts 


banking .table in Europe it will be -very 
serious indeed,” he says. “Europe, is 
going to be Rationalist for a long time.” 

Adding some of the bureaucratic 
state banks to a streamlined. Exterior 

has not been easy. BCL for instance, 1 
had been forced by the state to. lake Mg 
positions in hugely unprofitabkT indus- 
trles. Mr Luzon found himself, when 
Exterior absorbed BCI, owner - of 
Pta50bn of convertible bonds In a trou¬ 
bled Basque steelmaker. He offloaded 
them back to the government . • 


‘If Spain does not make it to the top banking table 
in Europe it will be very seripns indeed. Europe is 
_ going to be nationalist for a long time- ; 


for pressing ahead with Exterior only. It 
would rob Argentaria of its most valu¬ 
able and best-known asset and make a 
later flotation of Argentaria much more 
difficult if not impossible. 

However, the problem with trying to 
sell part of Argentaria is that hardly 
anyone knows what it is. T would like 
to privatise as soon as possible." says 
Mr Luzon, “but it would be absurd to 
take Argentaria to the stock market 
this year. We still have a lot of value to' 
add." 

And even iL as he hopes, a first par¬ 
tial privatisation can occur next year, it 
will be small. The point here is that the 
local markets are simply not big 
enough to absorb the group. “I would 
need four years to privatise just 20 per 
cent of Argentaria,'’ says Mr Luzon. ' 

“If Spain does not make it to the top 


; He is also in the process of tracking 
down about 50 fishing trawlers, spread 
around the Atlantic, built- with; BCI 
credits which have never been paid 
back.. He wants the money.' not the 
boats. ' ._ • •• ■ . 

P lucked from the upper echelons 
of Banco Bilbao Vizcaya in the 
late Z980s to run Exterior, Mr 
Luzon has spent the last year develop¬ 
ing unified computer systems for “his” 
new banks and selling unnecessary 
office space. 

He says many of the institutions 
pooled into Argentaria are rich in hid¬ 
den assets but have been poorly run. 
The Caja Portal, for instance, owns 
most of the post offices in the country. 
-One of the problems in designing a 
flotation of Argentaria, Mr Luzon says. 


bas been that he does not know for sure 
how much it is worth. “At least 
PtaBOObn ($84bn)." he says, adding 
.about PtaSOObn to its book value. Tbe 
group's other fundamental problem is 
;. that while the bulk of its loans are long 
: term and either guaranteed by the state 
-:ar secured against assets, its financing 
' 4s-basically short term, making it .vul- 
. rierable to interest rate movements. 

• Mr Luzon says he expects the group 
- to *"■*«» pre-tax profits of PtalOObn this 
year after Pta7Sbn in 1991. First-quarter 
figures for this year, show pre-tax 
group profits of Pta24-8bn. They also 

.'reveal a return on assets of OB per cent 
and. a return on equity of 14.42 per cent, 

• both significantly below the average of 
Spain's top five banks. 

Closing that gap will be a slow pro¬ 
cess, but Mr Luzon says he is about to 
start a campaign to introduce Argen¬ 
taria to the kind of small shareholder 
be wants to attract when the privatisa¬ 
tion process begins. The smaller the 
better because one of the key elements 
in any offering of shares inside Spain 
will have to be a mechanism to keep 
other Spanish banks from buying 
Argentaria. shares. 

' Spanish banks are traditionally the 
biggest players in the local stock mar¬ 
ket ILAxgentaria is as succulent a fruit 
as Mr Luzon says it is, rival banks 
would be strongly tempted to to take 
positions in it. 

That would throw a considerable 
spanner into Mr Luzon's grand design. 
But how will he encourage a small 
shareholder to hang on to the shares? 
“We will have to give them presents," 


Australian Gas Light in 
asset value write-down 


Foreigners find Japanese 
companies attractive 


By Tracy Corrigan 

ITALY'S first futures market 
will start trading between July 
10 and July 15, according to 
officials at the Bank of 
Italy. 

The Mercato Italians Futures 
(MIF), tbe Italian futures 
exchange, was originally 
scheduled for launch in the 
first half of 1992, but technical 
problems have delayed the 
start-up, according to dealers. 

Instead of trying to create an 
exchange from scratch, the 
Italian government bond 
futures market is being added 
to the existing screen-based 
system used for trading the 
underlying bond market. 

The Teieraatico system, 
started in 1988, helped revive 
interest In the Italian bond 
market, which has since drawn 
increasing numbers of foreign 
investors, attracted by high 
interest rates and tbe prospect 
of fallin g yields and rising 
prices in the run up to Euro¬ 
pean Monetary Union. 

Some dealers believe that the 
Italian authorities may have 
missed the boat. The London 
International Financial 
Futures and Options Exchange 
(Liffe) launched a highly suc¬ 
cessful Italian government 
bond contract last September, 
which saw off a rival contract 
launched by the Matif. the Par¬ 
is-based exchange, at the same 


FIVE regional stock exchanges 
in Japan plan to set up 
a secondary stock market 
with easier listing require¬ 
ments, Reuter reports from 
Tokyo. 

Officials said the exchanges, 
in Sapporo, Niigata, Kyoto. 
Hiroshima and Fukuoka, 
would accept listing applica¬ 
tions from today. They expect 
to see the first listing on the 
new section by the end of this 
year. 

The listing criteria will be 
the same as for the new second 
section of the Osaka Securities 


time. The Liffe contract traded 
an average daily volume of 
29,000 contracts in June, sub¬ 
stantially higher than in previ¬ 
ous months. 

In addition, the Italian bond 
market has just come through 
a period of high volatility fol¬ 
lowing Denmark's rejection of 
the Maastricht treaty. On June 
3. just after the referendum, 
nearly 68.000 Italian bond 
futures were traded. 

But the signs are that MIF 
will be able to attract a fresh 
source of Investors domesti¬ 
cally. 

The Liffe contract has been 
actively traded by interna¬ 
tional Investors, but dealers 
say many Italian banks and 
Institutions have been waiting 
to use the Italian market. 

In addition, the new market 
is attracting some interest 
among retail investors. Accord¬ 
ing to the Bank of Italy, the 
Telematico system has now 
been fully adapted, and is 
undergoing tests. 

There will be 22 marketmak- 
ers In Italian bond futures on 
the Telematico system, which 
consists of more than 200 
screens throughout Italy, 
according to the Bank. 

The contract is very s imilar 
to the Liffe future: the MIF 
contract size is L250m, com¬ 
pared with L200m for the liffe 
contract, based on 8-10 year 
Italian government BTP issues. 


Exchange, which requires com¬ 
panies to have at least lm 
shares outstanding and at least 
300 shareholders at the time of 
listing. 

At present, companies that 
want to list on the ordinary 
sections of tbe regional 
ex chang es must have at least 
2 m shares outstanding and 400 
shareholders. Stricter profit 
and dividend criteria also 
apply. 

Japan has eight stock 
exchanges, Tokyo, Osaka and 
Nagoya plus the five regional 
exchanges. 


Hitachi and 
IBM reach 
computer 
printer deal 

By Steven Butler In Tokyo and 
Mictiiyo Nakamoto in London 

INTERNATIONAL Business 
Machines (IBM), the DS com¬ 
puter company, and Hitachi, 
the Japanese electrical 
machinery maker, have 
reached agreement on joint 
development of computer 
printers for business use, the 
two companies said yesterday* 

Details of a final deal are 
being negotiated between 
Hitachi Kokl, part of the 
Hitachi group, and Pennant 
Systems, an IBM subsidiary 
responsible for developing, 
manufacturing and marketing 
printers which was created 
daring the restructuring of the 
DS company last year. 

The latest deal between the 
two will lead to their first 
Joint development of printers, 
although Hitachi already sup¬ 
plies Pennant with the core 
engine for its systems printers. 

The aim of the agreement 
will be to reduce product 
development costs, as well as 
to expand marketing dumnete 
for jointly-made products. 

The office printer market is 
undergoing a shift away from 
large, centralised printing 
systems to smaller, depart¬ 
mental systems which are 
cheaper andmore flexible with 
more features. It is also 
becoming increasingly price- 
driven, according to BIS Stra¬ 
tegic Decisions, the high-tech¬ 
nology market consultancy. 

IBM, a market leader for 
systems printers, is also a 
dominant player in the cen¬ 
tralised systems market which 
is being eroded by this trend. 

Hitachi has considerable 
expertise in the manufacture 
of printer engines, but mostly 
sells printers on an original 
equipment manufacture (OEM) 
basis. 


Correction 

Singapore Airlines 

SINGAPORE Airlines has 
reported net profits of 
US$576.3m on revenue of 
US$3.36bn for the year to 
March. The FT yesterday 
incorrectly reported these fig¬ 
ures as Singapore dollars. 


By Bruce Jacques in Sydney 

AUSTRALIAN Gas Light 
(AGL), the Sydney-based fuel 
supplier, has joined the grow¬ 
ing list of Australian compa¬ 
nies writing down the value of 
their assets in depressed mar¬ 
ket conditions. 

Following blue-chip Austra¬ 
lian groups like CSR, Western 
Mining and Westpac AGL has 
written down property and 
pipeline assets by 
AS33Bm.($25.40m). 

AGL directors said yesterday 
A$15.5m of this sum would be 
taken as an abnormal loss in 
the June 30 accounts, with the 
balance of A$18.3m as a charge 
against assets. The write¬ 
downs are based on indepen¬ 


dent valuations which followed 
property sales in the latest 
June year totalling A$53m. 

• Burns Philp. the Sydney- 
based food technology com¬ 
pany. has signed an agreement 
to increase its interest in 
Applied Microbiology, the US 
biotechnology company, from 
18 to 63 per cent for an undis¬ 
closed sum. 

Baaed on recent quotations 
on Nasdaq in New York, of 
US$4.75 a share for Applied, 
the deal would be worth about 
US$44Bm. 

As part of the transaction 
Applied will acquire all out¬ 
standing shares in Burns 
Philp's UK-based preservative 
maker. Aplin & Barrett, for a 
value of A$53m. 


Foster’s Brewing 
considers making 
rights issue 

A RIGHTS issue is one option 
to raise profitability at Fos¬ 
ter's Brewing, file Australian 
brewer,. says . Mr Koichlro 
Iwaki, managing director of 
Japan’s Asahi Breweries 
which holds si liL99 per cent 
stake in Foster’s, Reuter 
reports from Tokyo. 

“Foster’s is considering 
what should be done to 
improve its balance sheet and 
raise profitability. I think a 
rights issue is one of the 
options and will be considered 
at the next board meeting," Mr 
Iwaki said. 

Mr Iwaki is also deputy 
chairman of Foster's. He said 
Asahi had no plans to buy or 
sell any Foster’s shares. 


By EinRco Terazono in Tokyo 

THE sharp fall in Japan’s 
stock and real estate 
prices, and restructuring in 


profits have pushed them into 
the arms of large Taiwanese, 
Hong Kong, Korean and Singa¬ 
porean groups. 


Wingon Group, a finance and 
distribution group in Hong 
Kong, acquired 20 per cent of 
Seiyn, the Japanese retail 

chain. 

In the first half of this year, 
the number of mergers and 
acquisitions' of Japanese com- 


The value of transactions fell 
43 per cent to Y13£hn ($105m) 
in the first half, according to 
Daiwa Securities. 

The number of acquisitions 
by US companies rose to 10 
from three to the same period 


Taiyo Fishery, a leading fish- 
tog company,, sold Hayashika- 

nesenkyo, a shipping affiliate , - last year, while purchases by 
to Evergreen., the.,Taiwanese European companies halved to 
shipping company, while' the two deals. 


Japanese exchanges plan 
to form secondary market 


Japanese industries, are 
making the country's compa¬ 
nies more, attractive to 
foreigners wishing to buy 
them. : 

Increasing numbers of Asian 
concerns have acquired Japa¬ 
nese cor porations as declining 


panes with overseas corpora¬ 
tions surged 23 times from the 
previous year to 16 transac¬ 
tions. 









April 1992 


©xiftwuf Schweppes 


has acquired 


Aguas Minerales, S.A. de C.V 

(wholly-owned subsidiary of Fomento Econdmico Mexicano, SA de C.V) 


irsigr 

URY 


to CADBURY SCHWEPPES PLC. 




Bankers Trust 

Bankers Trusc New "York Corporation 
and its affiliated Companies 










CORRECTION NOTICE 

U.S.$200,000,000 
Floating Rate Subordinated Loan 
Participation Certificates due 2000 

Issued by Yamakht International (Deutschland) GmbH 
for the purpose offending and maintaining a suboranated ban to 

The Hokkaido Takushoku Bank, Limited 
In accordance wflh the provisions of the Loon Agreement, notice 
i$ hereby given that for the three month Interest Period from 
June 29, 1992 to September 29, 1992 the Loon Participation 
certificates will cany on Interest Rate of 4.2375% aa ond the 
Coupon Amount per U-S.5250,000 nommal of the Notes wffl be 
USS2.7Q729. _ 


July Z 1992. London 

By. Citibank. HA (Issuer Servrew), Agent Bonk 


CITIBANK* 


£150,000,000 
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HALIFAX 

BUILDING SOCIETY 
Hosting Rate Loan Hates 
Due 1996 (SenesA) 


bawsRKa 

inarm Arrow* dw 
51a July 1«?[w 
C ^OMMMoW 

tKLCOOOONCW 


10T87SS 

3Bl* Jura 19® 
TnbJr T*J 
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Cirrfjl S-btrFM Brato* LireM 
Agn 


LIT 200.000.000.000 

International Bank for 
Reconstruction and 
Development 

Floating Rate Notes duo 1997 

Far ih<? period Own July 2, 1992 to 
January 4. 1993 the will carry M 

intern: rate of per annum with 

an interest amount ut LIT 32L000 per 
LIT 3.001),000 Note wl of LIT 3.207,000 
per LIT 50.000,000 Note. 

The reletanl interest payment dole viQ 
be January 4,1993. 

AgrolBank: 

Banque Paribas Luxembourg 
Socl£ie Anonyms 


CHELSEA 

BUILDING SOCIETY 

S15,000,000 
Subordinated 
Floating Rate Notes 
Dne 1999 

b acemtece with the terms and 
conditio nr of tbe Note, notice » hereby 
Shea tot the Kate of btereal tor tbe 
Interest Period 29 June BS2 to 23 
December 1992 has been fixed at 10ft 
per cent per annum. The coupon .amomt 
per SUKXWOO wffl be S54523S7 
payable on 29 December 1992 apfcBt 
presentation of (be refrain Note. 

Tbe Rate cf Interest far tbe Interest 
Pteiod 27 December 1989 to 26 June 
1990 vis per annnm, Ihu far tbe 

Interest Period 27 Jane 1990 to 26 
December 1990 was lSVnX ner niwwi 
U ul far tbe Interest Period 27 December 
1990 to 26 Jane 1991 was WACt per 
annnm. that for tbe Interest Mod 
27 Jime 1991 to 26 December 1991 was 
IRK per unnn and that for tbe Interest 
Period 27 December B91 to 28 Ame 
1992 was I^/Aper annum. 

HILL SAMUEL BANK LOOTED 
Agent Bank 


THE COMMERCIAL 
BANK OF KOREA LTD. 
uss 50.ooo.ooa- 

Ftoating Rate Notes due 1994 

Interest Rate : 4.4125 pm. 

Interest period : from 
2nd July, 1992 
to 4th January. 1993 
Interest payable per 
USS 1,000,000.- 
Notea: USS 22,797.92 

By fiiji Bank (Luxembourg) S-A. 


SCl/TECHS^ 

SocKta (TlnvcstfoMBi out A Capita I 
Variable • 

5, avxnne Mirk-TUrtn 
L-2132 LUXEMBOURG 
Notice Li hereby p *eo to to ifcarehalden 
ofSOrrEClISjt.itaa. to acetttooeewiOi 
&e irsolmion adopted by (be sfaantoaldert 
n their Anneal General Motrin* beW on 
Ana 3*. 1992 a dMdeod of USD OOS ptr 
lhans mill be paid at a I JttJy lO, IVZtQbe 
"Payment DuO. The record date it tone 
24,1992 the ca-dividend dm Wng tone 
29.1992. At of toe hynanr Data, bnUoa 
of abate* other than ftgim ret dudaUai 
may present the coupon amber 4 Bor 
payment at Citicorp Investment Bank 
(Lsxembeurg) SjL 16. avama* Marl# 
Tbdrtae L-2J32 LUXEMBOURG, or to 
BANK MESS & HOPE N.V. ll-rmjrsrft 
5-tS. AMSTERDAM. NETHERLANDS. 
Citicorp bvenmott Bank (Larrrahnwg) 

SX ■* Cnrl o dlsn and Pay in g Agent 


DON’T 

TRAVEL 

WITHOUT 

US. 


PARIBAS CAPITAL MARKETS GROUP LIMITED 

- London, England 

information for the holders of Call Warranto 
on the Swiss Pharmaceutical Basket 

comprising 

1 registered share of Clba-Geigy Limited 
1 registered share of Sandoz Ud 
1 dividend-right certificate of Roche Holdjng Ltd 

unconditionally and irrevocably guaranteed by Banque Paribas 
Exercisable from April 27. 1992 to March 31.1994 noon. 

(Swiss Security Number: 399.002- Cedel / Euroclear: 372361S) 

Pursuant to paragraph VII of the Conditions of the Warrants and following the increase of 
share capital of Clba-Geigy Limited, Paribas Capital Markets Group Limited has made 
the following adjustment of the Exercise Price on the above-mentioned basket 

■ The adjusted Exercise Price is Sfr. 9,003.- 

(formerly Sfr. 9,060.-). . ... 

The Warrants can be exercised at the new conditions from today on. 

Geneva. July 2. 1992 

-’By: order:- 

BANQUE PARIBAS (SUISSE) S.A. 


ELECTRICrrE DE FRANCE ("EDF”) 

NOTICE TO THE HOLDERS OF 

(the “Serial Loan Stock” together with tireLoan StMkie^red^!wtihe 1a Slocte^ 
£100,000,00010% per cent- Guaranteed Bonds due 2009 (the "Bonds”) 

jkssm * nd h.. ***** 


UBSPhBUps 
dele referred 


# -„ ——une JMsmramvuai uasts. - * 

w,n rt ** orfaJ l "to the movement In the yteWontheTVwMuryStock. 

The Stocks and Ban* were issued on the fatowingt«|B^: V 1 . 

■ Oetaqfkaue issueMa&n 

ssssssa's: 
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INTERNATIONAL CAPITAL MARKETS 


Foreign investors stay away from Italian 10-year auction 


By Sara Webb In London •••. 
and Patrick Harveraon 
in New Yortt. 

ITALIAN government bonds' 
plunged yesterday after-inter- 7 
national investors shunned the 
government's L2,OO0bn 10-year 
bond auction,-leaving domestic 
buyers to take up the issue. 
The futures contract M from’ 
its opening of S6£0 to a low of 
9L95; before ed^ng up to 95 jOO 
by late afternoon. 

GOVERNMENT 

BONDS 

The Italian government bond 
market has' been particularly 
vulnerable since the Danish 
referendum on Maastricht 
dealt a severe blow tio hopes of. 
convergence and'forced Inves¬ 
tors to focus more closely bn 
Italy's economic problems. 

At yesterday's auction of 10- 
year fixed rate bonds, the bids 
amounted to L2,3£iobh. The 
Bank' of Italy said the paper 
was assigned at a price of 95.50 
per cent, down from 99.30-per¬ 
cent at the last sale of the 
paper on May 29. 


Elsewhere - in . continental 
Europe, German goreximient 
bonds' ; endedj 1 %% da y. 
unchanged orsHp fr tiy higher' 
lifted by the .US TBs&ujy bond 
marketDealers rahtthemar- 
ket was lacklustre-as -partici¬ 
pants. web awaitipg^e-'.out- 
come .of talks an;JEhe 25 per 
cent wUhholdmg tS£ohinvest- 
ment Income..-. - •! 

lie Fren^f^^|rnment 
bond' market 'eided^Ii^tly 
firmer, but deafers^-i the 
market waS hdd hi check by 
the prospect' of ani'&iictiDn'of 
FFrfflnrto FFrilbn of bonds.. . 

The French, government's 
ancooncemeat-yesterSay, feat 
the referendum on EriropeM 
monetary: surd jK)l^ ^ gnion 

had little eftect .on^i^berkeL 
However, dealers 1 expect the 
- E^chboi^maribttobe; viil- - 
nerable to w&Mm poBs hi the 
interverdng period. . 

■ UKgDYenuneirtto 
by tip to’threfr^uarters of a 
poinL helped hy good demand 
for' fong-dated gUt' issues and 
sterling's . stability fat the for¬ 
eign exchange markka. - 
The gQt market, started on a 


strong note, following an 
announcement that Electricity 
de France plans to buy bade 
£250m of its sterling bonds, 
removing some supply, from 
. the market. 1 '-•• •; 

In addition, rumours circu¬ 
lated that an institution-had 
switched a significant portion 
of Its equity portfolio Into gilts. 
Dealers reported lengthening 
trades and outright toying of 
. long-dated issues. 

The Liffe futures contract 
. opened at 9&06 and traded up 
to 98.24 by late afternoon on 
above-average volumes of 
about 39,000 contracts: In the 
•cash market, the 11% per cent 
gift due 2003/07 climbed from 
U6H to ll6£.to yield 9.20 per 
amt. ' ’ 

■ US Treasury prices bounced 
back strongly from early losses 
yesterday after a weaker-than- 
expected national , purchasing 
managers! report buoyed inter¬ 
est rate cut hopes. . 

In late trading, the bench¬ 
mark 30-year government bond 
was up&atiozg, yielding 7.752 
per cent The two-year note 
was up A at 100& yielding 4800 
per cent 


Prices had opened weaker on 
a Market News Service report 
that members of the Federal 
Reserve’s board had told a 
group of banking economists 
last week that an interest rate 
cut was unlikely so long as the 
economy maintained a steady, 
if modest, growth path 

The market rebounded, how¬ 
ever, after the National Associ¬ 
ation of Purchasing Manage¬ 
ment announced that its index 
fell from 56.3 in May to 52.8 in 
June, and indication of slowing 
business activity nationwide. 

The figures came while the 
Fed's policy-making Open Mar¬ 
ket Committee was meeting in 
Washington, and bond inves¬ 
tors hope the NAPM numbers, 
plus today’s June employment 
data, will persuade the Fed 
that the economy needs fresh 
monetary stimulus. 

■ JAPANESE government 
bond prices climbed on hopes 
erf an easing in interest rates, 
with cash and futures prices 
reaching their highest levels 
since February. 

Dealers said speculation 
about a cut in interest rates 
has arisen mainly because of 


BENCHMARK GOVERNMENT BONDS 


AUSTRALIA 
BELGIUM 
CANADA * 
DENMARK 
FRANCE 


NETHERLANDS 

SPAIN 


US TREASURY - - 
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Coupon Prtt Prtco 

70000 IQflg 107J09T 

8.000 own 100.7500 

a500 04/02 TOLMOO 

9.000 n/oo aoxaso 

8.500 03/37 B8.014C 

8.500 lHOZ «MHOO 

B.QQ0 0MB 88JB500~ 

12 LCCO os/oa basico 

4.800 08*0 96 7441 

6.400 03/00 7084348 

ago oang jgXfOfl 

11X00 OtAtt 97J2500 

10.000 11/86 10S-27 

9.750 08/02 104-07 

9-000 1P/0B 100-27 

7.500 05^12 10Z-26 

8.000 71/21 102-26 


Vtoak IImyUi 
C hange Yield ago »go 

>0488 804 884 B. 10 

+ 0.000 BX7 804 6.78 

+ 0.050 a 17 823 8X0 

+ 0.125 9X5 9.12 BX7 

■0.109 9.01 sea 8.73 

+ 0.070 078 879 axr 

+ 0.120 8.07 8JS 794 

•0X70 13341 13.20 12.68 

+0200 5.44 5.50 5.73 

+0.349 023 033 5X3 

+ 0.060 030 032 8.30 

-0.80Q 11.78 11.42 1Q.9Q 

+7/32 9.18 0.27 9.11 

+ 14732 9.10 8.25 856 

+ 22/32 090 8.10 5.78 

+8/32 7.08 7.Z3 7.40 

+ 10/32 7.75 7.B5 7X1 


ECU [French Oort) aSOO (XWg 97 XQQ 
London dosing ‘New Yor* dosing 
T Gross annual yield (including withholding lax at 
dens.i 

Prices: US, UK in 32nds. others In decimal 


Yields: Local marital standard 
12.5 per ceni payable by non-resl- 


Tec/mical Date! ATLAS Price Sounm 


the fragile state of the Tokyo 
stock market and the Bank of 
Japan's recent tolerance of 
lower money market rates. The 
unsecured overnight call rate 
slipped & to 4g per cent yester¬ 
day. 

The yield on the benchmark 
No 129 issue opened at 5.28 per 
cent and closed at 5.23 per 
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refinanced 

By Tracy Corrigan 

GREYCOAT, the UK property 
company, bias completed the 
refinancing of Embankment 
Place, a central London office 
development, with a £125m 
fixed-rate syndicated loan 
secured on the property. The- 
loan was arranged by Hypo- 
Bank and has been syndicated 
among German, Dutch and 
Swiss banks. 

Earlier this year. Greycoat 
tried to refinance its £U0m 
loan, arranged in 1987 to 
finance the construction of the 
development, through a £125m 
issue of 10-year discounted 
bonds. But the market was 

unreceptive and the issue was 
cancelled. 

Mr RicbartLGuignard,. man¬ 
aging director (finance),, said 
that when a refinancing was 
first considered last year, 
rental income from the prop¬ 
erty was not sufficient to ser¬ 
vice a bank loan. But, with 
lower interest rates, annual net 
rental income of £I5.3m now 
comfortably covers the annual 
£l3.7m refinancing cost. 


By Simon Umckm " 

TWO borrowers yesterday 
added to recent heavy supply 
of floating rate paper in .the 
international bond market, 
BankAmerica and Asfinag 
raising . g3B0m and $100m 
respectively. 

INTERNATIONAL 

BONDS 

' The deals followed Monday's 
$lim floating rate issue by Fin¬ 
land and a.spate of other 
recent deals by US and Euro¬ 
pean financial institutions. 

Bankers said yesterday that 
a significant amount of paper 
from these earlier transactions 
remained unsold. In. particular, 
recent issues by TraliaTi banks 
have faced problems because of 
doubts about their credit qual¬ 
ity. Last week. Institute Ban- 
carlo San Paolo di Torino, one 
of Italy's largest financial insti¬ 
tutions, tod its credit rating 
unexpectedly lowered by 
Moody's.Investors Service, tbs 
US rating agency. 


In contrast, BankAmerica is 
one of only.a'few banks to 
have its credit ratings 
Increased. Debt issued by the 
bank bedding company is rated 
A2 by Moody's and slngle-A by 
Standard & Poor's. 

Lead-managed by Kidder 
Peabody, the paper issued yes¬ 
terday is fungible with a $200m 

transaction launched in Febru¬ 
ary, creating a liquid bench¬ 
mark in the sector. The notes 
pay % per cent over the three- 
month London interbank 
offered rate, and were re-of¬ 
fered to investors at a fixed 
price of 99.80. At this level, the 
discounted marg in is 42 basis 
points over Libor. In February, 
paper was launched at 50 basis 
points over tibor. 

Participants reported steady 
buying rather than spectacular 
demand. By the dose of trad¬ 
ing in London, the notes were 
trading at 99A5 bid, inside full 
fees of 25 basis points. 

The Asfinag paper carries 
the backing of the Austrian 
state and a top triple-a credit 
rating, but was-considered 
tightly priced. The bonds pay 


% per cent over six month 
Libor, but subject to a cap of 
6.5 per cent for the second 
year. The cap rises through the 
fiveyear life of the bonds. 

Elsewhere, IBM Interna¬ 
tional Finance launched a 
$300m fixed-rate deal, targeted 
at retail investors. The 5.625 
per cent paper matures in 1995. 

The deal, lead-managed by 
Credit Suisse First Boston, was 
expected to appeal mainly to 


Swiss investors with Euro¬ 
dollar bond holdings maturing 
over the next few weeks. 

The bonds were re-offered at 
a fixed price of 99.935. where 
the yield spread is 25 basis 
points over US Treasury bonds. 

However, syndicate officials 
noted that the bonds carry a 
payment date - the date on 
which primary market pur¬ 
chases must be settled - six 
weeks ahead, an unusually 


long period for a Eurobond. 
This increases the cost of the 
bonds for institutional inves¬ 
tors switching into the issue, 
since the proceeds of bond 
sales have to be held in cash 
for longer than usual 
The lead manager said the 
long payment date, designed to 
get better terms for the bor¬ 
rower in the interest rate 
swaps market, underlined the 
retail targeting of the deal. 


NEW INTERNATIONAL BOND ISSUES 


Amount m. Coupon % 


Fee* Book rumor 

1.375/1-25 CSFB 
25/16bp Kinder Peabody 
1.25/0.75 Boor Steams mu. 
30/15&P Creditanstalt Bank. 


US DOLLARS 

IBM lnU.FInance{b)t 300 5.625 101.1225 1995 1.375/1.25 CSFB 

BankAmerlcsJcttt 300 (c) 99X0 1997 2S/15bp Kinder Peabody 

FEMSAfdjt 300 9-5 99.921 1997 1.25/0.75 Boar Steams InU. 

Asflnngfeftt _100_W_ 100 1837 30/l5tip Creditanstalt Bank. _ 

STERLMQ 

Euro.Coal S Steel Comm(Qf _30_ 9X75 103X9 2017 _ (H B2W _ 

ECUs 

European Jnv.BMgJt_200_9_ 99.77 2002 (g) Paribas Cap.Mkts. _ 

SWISS FRANCS ~~ 

France Telecomfhlt 150 7X5 101X75 2002 - Credit Suisse 

ABN Amm(a)**i _50_ 9 100.50 1993 _ - Swiss Volfcsbk- _ 

★★Private placement fConvertJWs. 4 With equity warrants. tFtoattng rate note. If Inal terms, a) Non-callable. b) Issuer has 
support agreement with IBM Credit Corp. Nan-callable, c) Fungible wtth outstanding $200+ issue launched Feb 1992. 
Coupon pays 0.375% above 3-month Libor. Non-callable. d) Full name ol borrower Formente Economlco Meccano SA. 
Coupon payable aaml-annually. Non-call able, a) Interest uncapped In year 1 then 6.5% In year 2. 7% In year 3. 7.5% In year 
4 and 8% In year 5. Coupon pays 0.125% over 6-month Libor and payable semi-annually. Non-callable. f) Fungible with 
outstanding CSOm Issue due 26XJ2017. Fees undisclosed. Non-callable. g) Fungible with Eeu350m deal launched 22.6X2. 
Fees undisclosed. Non-callable. h) Callable in 1909 at 101X5% declining 0X0% annually thereafter. 


Paribas Cap.Mkts. 

Credit Suisse 
Swiss Volksbk. 


Government bond 
markets suffer from 
Maastricht fallout 


cent, the high of the day. The 
September futures contract 
ended at 103.15, just off the 
high of 103.17 and up 0.20 on 
the previous day. 

The Ministry of Finance 
plans to auction about Y300bn 
of 20-year government bonds 
today. Dealers expect a coupon 
of 5.9 per cent or 6 per cent 


By Sara Webb 

DENMARK’S "Vote against the 
ratification of the Maastricht 
treaty sent a shockwave 
through the European govern¬ 
ment bond markets Last month, 
resulting in a decline in total 
return for the higher-yielding 
markets, according to 
J. P. Morgan. 

Italy and Spain were the 
worst-performing government 
bond markets in June, register¬ 
ing foils of 126 per cent and 
124 per cent respectively. 

Denmark. France, Sweden 
and the UK also suffered a fell 
in total returns as the Danish 
referendum result took its toll 
on those markets which inves¬ 
tors had thought had the most 
to gain from the convergence 
of interest rates. 

In the wake of the Danish 
referendum on June 2, dealers 
reported a switching out of 
high-yielding European bonds 
into the relative safety of the 
D-Mark bloc. However, in local 
currency terms, the D-Mark 
markets (Germany, Belgium 
and the Netherlands) still 
showed a fell in capital return. 
“No European market gave a 


positive capital return in June 
- only the inclusion of the 
month's accrual of coupon 
income lifted returns Into posi¬ 
tive territory,” according to 
Kemper Investment Manage¬ 
ment Company, which tracks 
21 bond markets worldwide. 

The top performing markets 
in June were Canada (134 per 
cent). Australia (2.8 per cent), 
Japan (2J!1 per cent), New Zea¬ 
land (1.98 per cent) and the US 
(1.7 per cent) in local currency 
terms, according to Kemper. 
The dollar bloc benefited pri¬ 
marily from the uncertainty 
over the future of European 
economic and monetary union, 
and these five markets were 
the only ones to show positive 
capital returns. Australia and 
the UK were the top perform¬ 
ing markets in the second 
quarter of 1992 in local cur¬ 
rency terras, showing gains of 
7.89 per cent and 6.34 per cent 
respectively. 

US dollar-based investors 
saw the best returns from the 
D-Mark bloc bond markets dur¬ 
ing June due to the dollar's 
decline of over 5 per cent 
a gains t most European curren¬ 
cies. 


Bond market performance 

Total returns, local terms - 31.05.92 to 30.06.92 - (%) 
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Source' Kempor Investment Management 
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traditional options 


• First Dealings June 22 

• Last Dealings July 3 

• Last Declarations Sept 17 

• For settlement Sepl 28 

3 -moiitfi cell rata indications are 
also shown on this page. 


Calls in Amber Day, ASOA, Blmec 
inds., Burton, Enterprise Com¬ 
puter and Tarmac. Puts in Burton, 
HKTee Sports. Kwft Fit, Ownars 
Abroad and Suter. 
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BO 
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6 
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43 
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32 

Tl. 

. 55 

A* tee (BSRl. 

3 
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32 
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32 
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11 *2 

BAT Inds -.. 

58 

FKJ. 

6 
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12 

Tosco . 
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12 >z 
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35 
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19 
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27 

T & N . 
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29 
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30 
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86 
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28 
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95 
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25 
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IS 

Bur man Castrol. 

48 
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COMPANY NEWS: 


Streamlined Granada rises 49% 


By Raymond Snoddy 


GRANADA, the leisure, 
television and computer ser¬ 
vices group, yesterday pro¬ 
duced evidence of a recovery In 
its fortunes when it announced 
a 49 per cent increase in pre¬ 
tax profits to £57.2m for the 28 
weeks to April 11. 

The performance was mar¬ 
ginally ahead of the result for 
the last full year to September 
28 1991 when Granada’s profits 
slumped from £120m to £57m. 

Turnover was £674.5m 
(£721m including discontinued 
businesses). 

Granada's share price rose 
I3p to dose at 257p. 

Mr Gerry Robinson, who was 
appointed chief last year, said 
the company had made real 
progress in simplifying its 
structure and in improving 
efficiency. 

“We have much to do but I 
think we have made an encour¬ 
aging start," he said. Mr Robin¬ 
son aroused controversy when, 
earlier this year, he required 
the resignation of Mr David 
Plowright, chairman of Gran¬ 
ada Television. 

The company said that a 12 
per cent increase in the under¬ 
lying level of operating profit 
had been achieved by: 

• a turnround in Granada 
Computer Services from a 



Tony AnOra** 

Gerry Robinson: a simplified and more efficient group 


£3.6m loss to a £4J3m profit; 

• higher profits from Granada 
'Television - up from £14.9m to 
£i8.3m; 

• the disposal of the loss¬ 
making Canadian rental busi¬ 
nesses. 

The pre-tax result was also 
helped by a 44 per cent tall in 
interest charges to £194m fol¬ 


lowing last summer’s rights 
issue. 

Mr Alex Bernstein, chair¬ 
man. said there were few signs 
of economic recovery. “Against 
this background it is encourag¬ 
ing that our actions over the 
past year have started to gen¬ 
erate positive results," he said. 

The rental and retail busi¬ 


nesses have been boosted by 
satellite television and Gran 
ada Leisure had been stream 
lined. Apart from businesses 

which had been sold Granada 
had about 2,000 fewer employ¬ 
ees than a year before and now 
had about 20,000 staff. 

Earnings per share rose by 
15 per cent to 84p fully diluted 
and the interim dividend at 

2.75p was up 10 per cent 

Analysts are predicting that 
Granada will make pre-tax 
profits of between £H2m and 
£117m for the full year. 

Mr Robinson said he foresaw 
considerable growth for Gran¬ 
ada’s computer maintenance 
business - which had been a 
lossmaker for the company 
Granada was one of the largest 
independent operators yet had 
only 0.5 per cent of a world 
market worth S50bn (£27bn) a 
year. Acquisitions were likely 
in computer services once the 
company was sure the struc¬ 
ture of the division was right. 

Mr Robinson also said he 
believed that eventually there 
would only be five or six ITV 
companies and that if the rules 
allowed it Granada would be 
interested in taking over 
another large ITV company. At 
present large ITV companies 
are forbidden from taking each 
other over. 

See Lex 


In Shops drops 
plans to bid for 
Amber Day 


By Andrew Bolger 


Shares in Amber Day fell 9p to 
4lp after In Shops, the Bir¬ 
mingham-based stores group, 
said it had decided against 
proceeding with any offer for 
the discount retailer. 

In Shops halted the recent 
slide in Amber Day’s share 
price on Monday when it said 
it might make a bid. However, 
it decided against proceeding 
“after consultation with advis¬ 
ers and having taken account 
of the views of shareholders.*' 
In Shops shares closed 6p 
higher at 81p. 

The much greater size of 
Amber Day meant that In 
Shops' expression of interest 
was greeted sceptically In the 
City. The potential bidder's 
institutional shareholders 
were reluctant to pursue 
Amber Day. which has seen its 
share price collapse from I26p 
following criticism concerning 
Mr Philip Green, chairman 
and chief executive. 

Amber Day shares were also 
hit last month by a profits 
downgrading and the depar¬ 
ture of the finance director 
and only non-executive direc¬ 
tor. 


Price increases behind rise to 
£142m at Midlands Electricity 


By Juliet Sychrava 


MIDLANDS Electricity, the 
regional electricity company, 
yesterday rejected claims from 
a consumer organisation that 
its bumper profits of £67 per 
customer meant it should have 
frozen prices In April 1991. 
rather than increasing them by 
10.9 per cent. 

On a historical cost basis. 
Midlands' pre-tax profits for 
the year to March 31 were 
£142. lm, up some 30 per cent 
from the £109.7m reported for 
1991. Turnover increased by 9.4 
per cent from £1.33bn to 
£1.45bn. 

The company said it had cut 
prices to consumers in real 
terms this April when it 
announced an increase of only 
1 per cent. This was in spite of 
the fact that costs in its main 
electricity distribution busi¬ 
ness had risen 4.5 per cent over 
the year, said Mr Bryan Town¬ 
send. chairman. 

The large Increase in prices 
and profits last year arose 
because the company, like 
other regional concerns, had 
compensated for undercharg¬ 
ing the previous year, Mid¬ 


lands explained. 

The supply business, which 
buys and sells bulk electricity, 
earned the second highest 
profit reported by a regional 
company so far. at £&3m. 

Midlands improved operating 
profits in its retail and con¬ 
tracting businesses, which 
made £1.1 m and £800,000 
respectively, compared with 
£500,000 and £100.000 the previ¬ 
ous year- The company's gen¬ 
eration business made a £l-3m 
contribution. 

Operating profit from the 
main distribution business 
improved by 36 per cent as 
tariffs rose and controllable 
costs fell by 9.3 per cent or 4.7 
per cent excluding interest 
reductions. 

Some 460 jobs have been cut 
since April 1991. leaving a 
workforce of about 7.500. 

The outlook for the business 
was good. Midlands said, as 
sales of electricity should grow 
by 0.5 per cent next year, and 
another 4 per cent is likely to 
come off the company's costs. 

Earnings per share were 49p 
against 35.7p last time and a 
final dividend of ll.6p makes 
a total for the year of 


1745p (104p). 

Analysts expect pre-tax prof¬ 
its of between £157m and 
£160m next year, putting the 
company on a prospective p/e 
of 6.8 to 7.5. A dividend of 
about 19p is forecast. 


• COMMENT 

Supply profits depend more on 
formulae set at privatisation 
than management acumen - 
give or take a little clever cost 
allocation. Even so. if Midlands 


can undercharge customers for 
supply by a cumulative £37m 
and still make money. It will 
keep return on capital down 
and please the regulator with¬ 
out penalising shareholders. 
Meanwhile, unlike several 
regional companies, Midlands 
has improved retail and con 
tracting profits and is getting a 
small profit from its solid gen 
eration business. But while its 
modest investments in energy 
service and gas marketing look 
sensible, some City observers 
worry about the company’s 
talk of investing in power sta 
tions overseas, especially when 
it still has some way to go on 
customer service standards at 
home. 


Gresham House share price tumbles on loss 


By Angus Foster 


GRESHAM HOUSE, an investment trust 
specialising in the two areas recently most 
prone to pitfalls - property and unlisted 
investments - yesterday saw Its share 
price collapse from 18p to 6p after it 
announced a second year of losses. Fifteen 
months ago the shares traded at 3Q0p. 

The company said late on Tuesday night 
that a collapse in dividend and interest 
income led to pre-tax losses of £8.67m in 
the year to December 31. This followed a 
loss of £I6.7m 12 months earlier. 

Mr Alfred Stirling, chairman and chief 
executive, said yesterday that a proposed 
re-financing under discussion with Us 
banks was crucial to the company's future. 


"I think the worst will be over if we can 
sipi up the re-financing deal. If we can't, I 
will be struggling again." he said. 

Gresham is seeking the replacement of a 
short-term debt through the issue by Gres¬ 
ham House Finance of up to £8-5in of 24 
per cent secured loan stock. 

Gresham also said group net asset value, 
including property and other subsidiaries, 
had turned negative to minus ISp from 
I29p a year earlier. Net asset value of the 
actual investment trust, excluding subsid¬ 
iaries. remained positive although its net 
asset value fell from 9lp to 62p. 

Gresham, which is unrelated to Gres¬ 
ham Trust, the venture capital company, 
is the second high-profile investment trust 
to hit trouble. Drayton Consolidated Trust, 


managed by Lnvesco MIM. wrote off over 
half the value of its unlisted assets in May. 

Mr Stirling said dividend and interest 
income fell from £2.05m to £471.000 after 
Gresham was forced to liquidate “the 
majority" of its non-property portfolio to 
pay off debts. He said details on Gresham’s 
net borrowings and gearing levels were 
not available. Interest costs fell only 
slightly to £2 44m l£2.91m). 

He confirmed that Gresham was being 
sued for Elm in relation to the placing Into 
receivership of a subsidiary. Court rulings 
have so far gone against Gresham, which 
intends to appeal to the House of Lords. 

Gresham intends to continue disposing 
of investments and properties to reduce 
borrowings. 


British 
Bio raises 
£30m via 
shares 
placing 


By Paul Abrahams 


BRITISH Bio-technology 
Group yesterday raised £30m 
before expenses via a placing 
of its shares, mostly in 
the UK. 

The issue, the first flotation 
of a bio-technology company 
in London, valned the com 
pany at £l514m. 

The 7.0fim shares were 
priced at 425p, right in the 
middle of the 400p-450p target 
range the Oxford company 
gave In its pathfinder prospec¬ 
tus. 

They closed on their first 
day of trading in London up 
25p at 450p. 

They also traded in the US 
on the Nasdaq market. 

“We are delighted to get 
away in such a difficult 
climate," said Mr Keith McCul 
lagh, chief executive. 

“This shows there is an 
exit route for venture 
capitalists investing in bio¬ 
technology and should encour¬ 
age further Investment in the 
sector." 

Mr Henry Somerset, a direc¬ 
tor at Klein wort Benson, the 
issue's lead manager and 
principal underwriter, said: 
“The situation at the Daily 
Telegraph . . . will have no 
effect on British Bio-technol¬ 
ogy. All of the stock has 
already been placed with insti¬ 
tutions.” 

About 85 per cent of the 
placement was in the UK and 
7.5 per cent in continental 
Europe. 

Morgan Stanley is lead man¬ 
ager in the US, for which only 
74 per cent of the stock was 
earmarked. 

An additional 1.06m shares 
are available in the form of 
American Depositary Shares 
as a “green shoe" option to 
cover over-allotments or for 
price stabilisation. 

Mr McCuIlagh said demand 
In the US had been below 
expections when the flotation 
had been planned in 
March. 

US Investors have shown 
increasing disenchantment 
with the biotechnology sector 
in recent months. 

British Bio-technology now 
has £60m in cash reserves, fol¬ 
lowing a private placement of 
£40m last year, said Mr McCul- 
lagh. 

He said this should be 
sufficient to allow the com¬ 
pany to bring its products to 
market 

It is concentrating on four 
therapeutic areas: inflamma¬ 


tory diseases such as arthritis; 
cancer; vascular and heart dis¬ 
ease; and viral infections, 
including Aids. 

It has two drugs in early 
clinical trials and trials on a 
third are expected to begin in 
August 

• Cantab Pharmaceuticals, 
the Cambridge-based biotech¬ 
nology company, yesterday 
announced that it had sold lm 
American Depositary Shares 
at $10 each. 

Net proceeds after expenses 
will be between $8.5m and 
S9m. 

The stock will be traded on 
Nasdaq. 

The company said it would 
be looking tor a London listing 
In the future. . 
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Lord Sainsbury comes under 
attack on Sunday trading 


By John Thornhill 


LORD SAINSBURY bade 
farewell to J Sainsbury’s share¬ 
holders at the grocery chain's 
annual meeting yesterday after 
23 years as chairman. 

However, in spite of his 
glowing remarks about tbe 
company’s past achievements 
and encouraging comments 
about its current trading pros¬ 
pects. his swan-song was 
marred by shareholders object¬ 
ing to the company’s stance on 
Sunday trading. 

Some said Sainsbury’s lacked 
integrity by flouting the law 
and disturbed the peace of 
those who lived near its stores 
by opening seven days a week. 

“We do have a serious vio¬ 
lence problem in this country, 
and it’s not right that big 
organisations should be seen to 
break the law in this way 
when small people are penal¬ 
ised." one shareholder said. 

Lord Sainsbury replied that 
the company did take the mat¬ 
ter very seriously but observed 
that polls indicated that two 
thirds of its shoppers wanted 
Its stores to stay open on Sun¬ 
days. He also pointed out that, 
according to Mr Kenneth 
Clarke, the home secretary, no 
one trading on Sundays was 
breaking the law because tbe 
House of Lords had decided tbe 
law was not dear. 

But even if some sharehold- 



Lord Sainsbury: bade farewell at tbe annual meeting; 


ers remained dubious about 
the company's stance on Sun¬ 
day trading, they could hardly 
quibble with the company’s 
results under Lord Sainsbury's 
stewardship. 

When Lord Sainsbury 
became chairman In 1969 - 
then as Mr John Sainsbury - 
pre-tax profits stood at £4 4m 
(or £33m in 1992 prices). Last 
year, the UK's biggest retailer 
made pre-tax profits of £S28m. 


Commenting on current trad¬ 
ing. Lord Sainsbury said the 
year had started well with food 
price inflation being "lower 
than we expected and sales vol¬ 
umes slightly higher". 

Stores opened this year were 
trading well and 22 were likely 
to be completed by the year- 
end, he said. 

Lord Sainsbury will hand 
over the chairmanship to his 
cousin, David, in November. 


Wellcome 
‘bear raid 


share price victim of 

by professionals’ 


By Maggie llrry 


THE WELLCOME share price 
has been the victim of “a 
long-drawn-out bear raid by 
the professionals," according to 
Volume Analysis, a company 
which examines stock market 

trading patterns. 

Shares in the drugs group 
have fallen sharply since Well¬ 
come Trust, tbe medical char¬ 
ity. said In early March that It 
would reduce its stake from 
73.5 per cent to under 50 
per cent, and possibly to 


25 per cent. 

They were lj26p before the 
ori ginal announcement and 
dosed yesterday at 854p. down 
I5p on'the day- They have 
fallen by 20 per cent more than 
the FT-SE 100 index over the 
period. 

Last "week Wellcome Trust 
said it planned to sell 330m 
shares, cutting its stake to 35 
per cent. However, more 
shares could be sold. 

There have been suspicions 
that institutional investors 
have been talking - tbe price 


down or even selling shares 
with the aim of buying them 
back cheaper fa the sale. 

Mr Charles Wyatt of Volume 
Analysis said that last week, 
when the share price fell 
heavily, intra-market trade 
was nearly three times the vol¬ 
ume of customer business. Nor¬ 
mally tbe proportions would be 
the other way round. 

He said this suggested pro¬ 
fessionals In the market had 
been “going short in size to 
bring the share price down” 
prior to the sale. 


Germany allows anti-viral drug 
to be sold without prescription 


By Paul Abrahams 


WELLCOME, the. UK 
pharmaceuticals company 
involved in the world’s largest 
non-privatisation secondary 
share issue, has received per¬ 
mission from the German regu¬ 
latory authorities to sell Zovi¬ 
rax, its best-selling anti-viral 
drug, without a prescription In 
chemists. • •• 

Germany is the largest phar¬ 
maceuticals market in Europe 
and the third largest after the 
US and Japan. About 30 per 
cent of pharmaceuticals sides 
there are' without prescrip¬ 
tions. Zovirax's German 
patents run out next year, 
allowing generic manufactur¬ 
ers to launch their own'ver¬ 


sions. 


Wellcome already sells Zovi¬ 
rax', which Is mostly used to 
treat herpes, over the counter 
in New Zealandand has appli¬ 
cations to do so in most other 
European countries. 

“We are delighted that Ger¬ 
many has been the first coun¬ 
try in Europe to license- the 
product OTC," said Mr Doug 
Claris, - product manager in con¬ 
sumer healthcare. 

“The German authorities are 
stringent but appear to have 
passed the drug at first read¬ 
ing. This augurs well for other 
markets.” 

SG Warburg, the company's 
brokers, said in a recent 
research note on the group 
that if 20 per cent of herpes 
sufferers in Australasia 
and Europe used the drug 


once a year it would add 
£50m to Wellcome’s annual 
sales. • J 

This estimate was based on a 
price of about £447 for each 2g 
tube. Wellcome plans to sell 
the product In Germany for 
about £10 a tube. 

The company has a co¬ 
marketing agreement in Ger¬ 
many with Hoechst for Zovirax 
prescription sales, but Mr 
Clark said he did not know 
whether that would be 
extended to OTC. 

Wellcome has no OTC pres¬ 
ence in Germany at present. 
Mr John Robb, chief executive, 
has said the group is in the 
final stages of negotiations 
with two or three European 
groups to exploit OTC products 
more effectively. 


Management at MF Industrial 
may be set to launch buy-out 


By Andrew Baxter 


A MANAGEMENT buy-out is 
believed to be imminent at MF 
Industrial, the Manchester- 
based construction equipment 
producer owned by Verity,, the 
US-based manufacturer of farm 
and industrial machinery, 
vehicle components and diesel 
engines. 

MF, part of Verity’s Massey 
Ferguson farm and industrial 
machinery group, said last 
night that it was unable to 
comment on a newspaper 
report yesterday that Varity is 
to dispose of the company. 

No comment was available 
from Varity, which has indi¬ 
cated that It may be interested 
in selling some non-core busi¬ 
nesses. 

It is believed, however, that 
a management buy-out of MF 
supported by City institutions 
and banks is under discussion 


and close to being announced. 
MF would confirm only that it 
had told fife MSF staff union 
that it had been looking for 
joint ventures or partners for 
three years. 

MF is a relatively snail but 
separate part of Massey Ferg¬ 
uson, one of the. world's lead¬ 
ing producers of agricultural 
tractors. . 

The unit was created from 
the merger in 1983 of Massey’s 
industrial and construction 
equipment products, and has 
its one -production facility in 
Manchester.- - : 

Sales of MF grew from $53m 
in 1981 to an annual level of 
nearly 3140m at the end of the 
1980s. Shice then, it has been 
caught up-In the worldwide 
construction equipment reces¬ 
sion. 

Production of backhoe load¬ 
ers, its main product, has 
fallen from 3,200 in 1968 - a 


boom year for the construction 
equipment industry - to 2,900 
in 1989, 2,000 in 1990 and 1,600 
in 1991- 

In the UK market MF has 
consistently managed just 
under 10 per cent of a backhoe 
loader market dominated by 
JCB of the UK and US-owned 
J1 Case. Last year, MF sold 220 
backhoe loaders In the UK out 
of a total market of 2,800. 

MF also has exclusive Euro¬ 
pean rights to sell Korean-built 
ScatLoader skid-steer loaders. 

-Massey Ferguson recently 
announced an agreement to 
relocate its “master" parts 
warehouse from Urmston, near 
the MF plant at Stretford, to 
Desford, Leicestershire, where 
the warehousing will be han¬ 
dled by Caterpillar Logistics 
Services. 

This will lead to the closure 
of the Urmston warehouse 
with the loss of about 300 jobs. 


Refocused Wilton makes £39,000 


By Katrina Lowe 


WILTON ■ Group. the 
USM-quoted company which is 
moving out of property invest¬ 
ment to concentrate on the 
activities of its- Glenchewton' 
subsidiary, formerly Cowan de 
Groot, reported a pre-tax profit 
of £39.000 for 1991. 

This compared with a £l.Q8m 
loss previously, before Wilton 
raised its holding in the toys, 
electrical components, hard¬ 
ware and housewares group 
from 29 per cent to. 694 per 


cent Sales jumped to £19J2m 
(£4 27m). 

Glenchewton reported 
results for the eight months to 
December 31, bringing its 
accounting period in line with 
its parent A pre-tax loss of 
£275400 was taken on sales of 
£20.6m. The 12 months to April 
301991 ended with pre-tax prof¬ 
its of £1.13m on sales of £3L6m. 

Wilton has made an extraor¬ 
dinary, provision of £2.72m for 
property disposals. These dis¬ 
posals, together with the £14m 
placing in January, are 


intended to cut debt A capital 
reconstruction is also planned. 

Wilton’s losses per share for 
the year were 0.0Q2p (026p) and 
Glenchewton’s for the eight 
months were 144p (249p earn¬ 
ings). 

Glenchewton has agreed to 
sell EWL Electric, an Irish 
Republic-based importer and 
distributor of electrical prod¬ 
ucts. for I£226m (£2.07ra). The 
purchaser is Edmundson Elec¬ 
trical, part of Marlowe Hold¬ 
ings, which itself bolds 15 per 
cent of Glenchewton. 


Jones & Shipman shares dive 
14 %p as losses reach £7.4m 


By Andrew Baxter 


SHARES IN Jones & Shi pman, 
one of the UK’s three remain¬ 
ing publicly-quoted machine 
tool companies, fell by nearly a 
third yesterday alter the 
Leicester-based company 
announced a £7.35m pre-tax 
loss and omitted its final divi¬ 
dend for the second year run¬ 
ning. 

The loss for the year to 
March 31 compared with a defi¬ 
cit of £960.000 fast time. It was 
accompanied by the announce¬ 
ment of a new business strat¬ 
egy which will progressively 
halve the workforce of 500, 
take the group ont of the 
machining of parts, see the dis¬ 
posal of non-core small tools 
and honing machines busi¬ 
nesses, and allow the group to 
concentrate on precision grind¬ 
ing machines. 

The shares dropped from 45p 
to 27p after the announcement, 
before recovering to 39ftp. 
Losses per share were 56. Ip, 
compared with'Sip, while 
turnover dropped from £22.4m 
to £ 15.9m. A nil dividend for 
the year compares with a Ip 
interim last time. . 

The restructuring will end 
nearly ioo years of parts mach¬ 
ining at J&S, which will gtadu-. 
ally move to subcontracting. 

. 'Hie £745m loss, which Mr.■ 
John Wareing, managing direc¬ 


tor, admitted was ^horren¬ 
dous," underlines tbe continu¬ 
ing severity of the machine 
tool recession and the lack of 
co nfide nce;- especially among 
ma nufa cturing customers in 
the UK' - ‘ to invest in capital 
equi pm ent. 

. The group said market indi¬ 
cators suggested little improve¬ 
ment in -trading conditions 
before the end of 1992. Mr War¬ 
eing said- inquiries from cus¬ 
tomers were continuing at a 
high level, but the conversion 
rate into orders was not as 
good as had been hoped. '. 

. The length and depth of the. 
recession had prompted the 
group to announce-a funda¬ 
mental change In its strategy . 
. - . which has been under con¬ 


sideration for the past 12 
months - rather than adopt 
half-measures, Mr Wareing 
indicated. 

A three-part strategy will 
produce 130 redundancies Ini¬ 
tially. This, will be followed by 
sales of the non-core busi¬ 
nesses - Mr Wareing said J&S 
was already taTVHfig to a num¬ 
ber of interested parties - and 
a progressive move to subcon¬ 
tracting the machining 

Mr Wareing said the aim was 
to remove the heavy fixed cost 
of .the- machine shop, which 
was large by the standards of 
European competitors. Eventu¬ 
ally this would enable the com¬ 
pany to increase Its returns 
when market conditions 
improved. 
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By Charles Leadbeater, 
Industrial Editor 

GEC's ' results yesterdays 
disclosed how far the company 
had changed since the forma¬ 
tion in 1989 ofitsthree_ joint- 
ventures with Alsthom of 
France In power engineering, 
Siemens of Germany in- tele¬ 
comm unication and General. 
Electric ofthe US'mconsumer 
appliances. -, VI. 

About £33bn of GECs turn¬ 
over of £8.44bn last year came 
from the.main Joint-ventures^ 
which generated 43 per cent of 
the operating profit-of £702 hl- 
Interest income was virtually 
unchanged at £105m, largely 
because a £350m increase in : 
net cash offset the impact of 
lower interest rates. - Pre-tax 
profits rose from £8l8m to 
£829m on a slight fall in turn-' 
over ftt>m £9.4Sbn to £9.44bn. 

In the past three years GECs - 
profits from continental 
Europe have risen by 42 per 
cent to £199m, while UK profits 
have fallen from. £430m to : 
£393m as a consequence of the . 
recession. .. . 

All the. joint-ventures 
increased their operating-prof¬ 
its. . .. :. 

• GEC-Alsthom was mainly' 
responsible for a £34m increase 
in the power system's operat¬ 
ing profits to £l57m', on a 
£230m increase in turnover, to 
£2.78bn. Financial controls at 
GEC helped to raise operating 
margins at GEC-Alsthom from 
4.4 per cent to 5A last year. 
The joint venture’s order book 
grew strongly largely due id 
sales of equipment for com¬ 
bined cycle power stations and 
orders for locomotives and 
rolling stock. 
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•: Sales^of .thei^econmhinica-; 
tions division fejffrom £L25bn 
to £Ll3bn mainlyvliecause of 
.lower orders frorr^J&itisfa ,Tele- 
commnnications 'fOr the J3ys- 
- tem X mcchange made by GPT, 
the joinfcventure with Siemens. 
However, the division’s operat¬ 
ing profits-rose by £2m to 
£127m-through cost cutting. 
GPT was also responsible for 
much of the £35Qm increase in 
the net cash. GEC generated 
last, year, largely through 
tighter management of stocks 
and debtors. 

• Despite the severity of the 
UK recession, which the group 
believes-is for from over, the 


consumer goods joint-venture 
with GE. increased profits by 
cam to raim on a £3m foil in 
turnover to £268m. .Further 
rationalisation of the UK con¬ 
sumer appliance factories Is 
planned for this year. - 

The performance of the joint 
ventures together with the 
medittil equipment division, 
which increased profits by 
£6m, helped to offset a poorer 
performance from several 
other divisions. 

GEC-Marconi, the defence 
business, did not make provi- 
. sions for rationalisation costs 
should Germany pun out of the 
EFA programme. Rationalisa¬ 


tion costs of £20m were largely 
responsible for a £9m foil in 
Marconi’s operating profits to 
£2G0m, on a £l9m increase in 
turnover to £2.78bn. 

Elsewhere, profits of the 
office equipment division, 
largely accounted for by AB 
Dick, the troubled US group, 
fell by £9m to £17m, industrial 
apparatus’ profits fell by £9m 
to £27m, distribution and trad¬ 
ing turned in profits £5m down 
at £15m, while profits at elec¬ 
tronic metrology, mainly GI1- 
barco, the US petrol pump 
maker, and Avery, the weigh¬ 
ing machine maker, fell by £lm 
to £36m. 


Berisford problems 6 at last under control’ 


By Maggie Urry 

BERISFORD International, the property 
and commodifies group which nearly went 
into receivership in 1990, said yesterday 
that “the problems of the past are at last 
under rinitror: . 

Mr John Sclater, chairman , also said two 
non-executive: directors. Sir John /Egan 
and Mr Murray Stuart, thought it a suit- 
able moment to retire from the board. Mr 
Stuart was the chief executive who carried 
through a £ 1 . 2 bn refinancing.. .. - 

Mr Alan Bowkett was appointed chief 
executive in January when Mr Stuart 
resigned his executive job to take up 


another appointment Mr Bowketfs job 
now, Mr Sclater said, was to identify mar¬ 
ket sectors wlfii above-average growth 
prospects and to develop an industrial 
strategy which could be pursued through 
acquisitions. 

.The group yesterday reported interim 
results for the six months to end-March 
showing a net loss of £58m (profit £17&8m) 
after extraordinary costs of £45Bm (gains 
£183 Bm). There was a reduction in share- 
hakim's 1 Funds from £153m at the financial 
year end in September to £95.6m. The 
- shares fell lp to 15 %p. 

A further £40m provision has been made 
"'against Berisford's loan guarantees to Ray- 


ner Coffee International, its 45 per cent- 
owned coffee trading associate. A review 
of RCTs business has persuaded Berisford 
it is unlikely to become a strong business 
capable of attracting buyers. 

Berisford has made its continuing sup¬ 
port of RCI conditional on RCI making 
asset sales to repay debt. Even so Beris¬ 
ford estimates it will have to sell some of 
its own assets to meet its obligations 
under the guarantee to RCL 

The group had net cash of £3Am com¬ 
pared with net debt in the September bal¬ 
ance sheet of £1.5m. However, at the end 
of March Berisford was guaranteeing 
£49.4m of RCTs debt 


ICL buys 
personal 
computer 
distributor 


By Alan Cana 

ICL, the UK-based computer 
manufacturer in which Fujitsu 
of Japan has an 80 per cent 
stake, is spending an initial 
£30m to buy Technology, a 
leading personal computer dis¬ 
tributor. 

Its intention is to overtake 
IBM. Compaq and Dell, the US 
manufacturers, to become the 
dominant supplier of personal 
computers and open systems 
in the UK. It is aiming for 
sales of more than £500m 
within five years. 

Technology has reseller 
agreements with IBM, Compaq 
and Toshiba, however, which 
implies that ICL will, for the 
first time, be marketing rival 
products in competition to its 
own. 

IBM refused to comment yes¬ 
terday, saying its reaction 
would depend on ICL’s future 
strategy for its acquisition. 

ICL has a thriving personal 
computer business based on 
machines designed and built 
by Nokia, its wholly-owned 
Scandinavian subsidiary, 
worth £100m a year. Its exist¬ 
ing direct sales channel is 
growing at 25 per cent a year 
bat Mr John Gardner, ICL 
(UK) managing director, said: 
“If we want to be number one, 
we will have to grow faster 
than that There is a limit to 
organic growth.” 

Technology, which made 
pre-tax profits of £5.3m last 
year on safes of £l30m, is pri¬ 
vately held. The main share¬ 
holder is Schroder Ventures. 
The total price of the deal, 
which could rise to £40m, will 
depend on future performance. ( 

ICL will merge its own third ; 
party distribution activities 
Into the company, which will 
continue to be run by Mr 
Derek Lewis, chairman and 
chief executive, and bis man- ■ 
agement foam. ICL business is 
expected to comprise about 45 
per cent of Technology’s total 
activities. 

The combined group will be 
the UK’s largest personal com- I 
pnter and open systems j 
reseller and distributor with 
revenues of some £250m, 
ahead of P&P and Computa- 
centre, its two main rivals. 


Charter Consolidated declines 
4.8% but increases dividend 


By Maggie Urry 

CHARTER Consolidated, the 
industrial holding group with a 
38.5 per cent stake in Johnson 
Matthey, the metals business, 
reported a 4.8 per cent foil to 
£73.am in pre-tax profits for the 
year to March 31. 

The previous year's figures 
were after a £2.4m exceptional 
charge. 

The strong balance sheet and 
relatively small foil in profits 
encouraged the board to pro¬ 
pose a final dividend of 1-L5p to 
give a total of 21.5p (21p). 

The dividend is almost twice 
covered by earnings per share 
Of 42.5P (44.6p). 

Mr Jeffrey Herbert, chief 
executive, said the group had 
done well in difficult trading 
conditions. 

The shares rose initially yes¬ 
terday but fell later, to close 2 p 
down at 538p. 

Mr Herbert said three of the 
four businesses managed 
within the group increased 
trading profits, with JM's con¬ 
tribution virtually flat at 
£25.5m (£25.6m). 


Group turnover was 1.3 per 
cent lower at Sl.lbn. and oper¬ 
ating profits were down 25 per 
cent to £59.2m. Interest on the 
group's cash balances fell, con¬ 
tributing £l4.6m against 
£19.2nL 

Mr Nigel Robson, finance 
director, said every one point 
fall In interest rates cut group 
profits by £2m. Net cash fell 
from £l33ra to £i2i.7m over the 
year although £30m was spent 
on acquisitions and E25ra on 
capital expenditure. 

Mr Herbert said that in a 
“challenging year” cost-cutting 
and a push to increase over¬ 
seas business had helped con¬ 
tain the profit falL 

At the Anderson mining 
equipment subsidiary 550 jobs 
had gone in the year, cutting 
the workforce to 1,100 com¬ 
pared with 2,200 two years ago. 
Of the £27tn provision set up at 
Anderson a year earlier, £15m 
remained. 

PandroL the rail track equip¬ 
ment business, lifted operating 
profits by 9.3 per cent to 
£ 11 .8m, while the mining 
equipment division increased 


profits from £1.5m to £2.Sm. 
Quarrying and mining profits 
rose from £2.7m to £3m, but 
building products profits were 
down from £17m to £125m. 

• COMMENT 

There are two ways of looking 
at Charter. It can be seen as a 
vehicle of Miuorco. which 
holds 36 per cent of the shares. 
That view could be supported 
by the slightly surprising, 
though welcome, increase in 
the dividend, and Charter's 
seeming inability to deal with 
the JM stake. On the other 
hand, Charter could be a vic¬ 
tim of circumstance, manfully 
running its majority-owned 
businesses and trying to invest 
its substantial cash balances 
sensibly. The truth probably 
foils somewhere between the 
two. On forecast profits of 
£75ra the prospective p/e is 
12.3. Looking at it another way, 
subtracting the value of the JM 
stake and the cash makes the 
rest of the business look dis¬ 
tinctly cheap. But more action 
is needed before tbat is likely 
to change. 


Retail chiefs departure adds to 
worries about Asda performance 


By John Thornhill 

MR RICHARD Barker resigned 
yesterday as retail director of 
Asda, the Leeds-based grocery 
chain. 

The company said the 
appointment of an external 
replacement would be 
announced shortly. 

Mr Harker’s departure came 
as little surprise to the City. 
Analysts said he had long been 
associated with Asda’s now- 
discredited “old guard” and did 
not fit in well with the new 
team of retailers being assem¬ 
bled by Mr Archie Norman, 
who became chief executive at 
the end of last year. 

Nevertheless, Mr Barker's 
resignation compounded recent 
worries about Asda's perfor¬ 
mance and sent its share price 
down 2p to 29p yesterday. Con¬ 
cerns have also been raised 
about the pending flotation of 
MFL in which Asda has a 25 
per cent stake. The pricing will 
be announced today. 


Asda, which is still strug¬ 
gling under a high level of 
debt, is due to announce its 
annual results on Monday 
when it is expected to report 
weak trading and to take a 
substantial write-down on the 
book value of the 60 stores it 
acquired from Gateway for 
£705m in 1989. 

Some institutional share¬ 
holders are believed to be dis¬ 
satisfied with Asda's perfor¬ 
mance following last year's 
£357m rights issue. 

At the time, Cazenove per¬ 
suaded half a dozen big institu¬ 
tional fund managers to sup¬ 
port the fund-raising by 
highlighting its turnround 
potential, but Asda’s shares 
have languished ever since and 
still stand below the 35p issue 
price. 

Mr Patrick Gillam, Asda's 
chairman, will meet several 
leading institutional sharehold¬ 
ers next week “as a matter of 
routine”. Institutional share¬ 
holders will be keen to hear 


about the progress the com¬ 
pany has made over the past 
six months and its future strat¬ 
egy. 

Last month. Asda unveiled 
the first of its Dales supermar¬ 
kets, which offer a range of 
7,000 discounted goods in a 
smart superstore setting. 

Asda also announced yester¬ 
day that it was restructuring 
its administration by contract¬ 
ing-out much of its legal. Insur¬ 
ance and employee-savings 
work. 

Graseby offshoot 
sold to management 

Graseby, formerly known as 
Cambridge Electronics, yester¬ 
day sold Graseby Ajax, its 
machine tools subsidiary, to 
management. Graseby Is 
receiving £500.000 cash and 
will be repaid £552.000 of intra¬ 
company loans. It will sub¬ 
scribe to £500.000 of non-voting 
redeemable preference. 
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Liverpool 

El Puerto de Liverpool, S A de C.V. 
U.S.$ 109,800,000 

Mexican Public Offering with International Private Distribution 
30,000,000 Series 1 Shares 
60,000,000 Series Cl Shares 


Global Coordinator 

AcxIoiKs yVrioRS de Mfcdco, SA de C.V., Casa de Balsa 
Cnpo Ftanctero Bwimioex Acdval 


Mexican Public Offering 

Acetones yValores de M&tioo, SA de CV n Casa de Bolsa 

" " GrqjwFlragKa^ 

bivex Casa de Bolsa. SAdeGV. . . 

Casa de Bolsa Inver la t, SA de CV. 

. . Gntpo Flnandero bmriat 

Casa de Bolsa Bancomer, SA de CV; 

Giupo Fhuodero Bancomer 

GBM Gmpo BursStll Meadcano.SA de CV., Casa de Bolsa 

GrupoFfawftcferoCBM Atttntieo 

■ ■■ • Afih Casa de Bolsa, SAde C.V. 

International Private Placement 

Acetones y Vaiores de Mcxlco.SA de CV-, James Capel& Co. Paribas Capital Markets Group 
Casa de Bolsa 
g j ymmwt Investment Limited 


UBS Phipps & Drew Securities Limited 


Deutsche Bank 
Akrienae^HKkali 


ACCI Securities. Inc. 


Banco Espanol de Crfedtto (Banesto) 


: U5. Private Placement 

James Capel Incorporated 


Credit Suisse First Boston Limited 


Paribas Capital Markets Group 


June 11,1992 


China Trust Company 
Becomes Commercial Bank 
As From July 2,1992 


As from July 2. 1992. China Trust Company, 
the largest private banking institution in Taiwan, 
the Republic of China, will be converted into a commercial bank, 
under the new name "’Chinatrust Commercial Bank", to assume a 
full range of banking operations, including 
international banking businesses. • 

We already have branches or representative offices in 
the United States. Great Britain, and many Asian countries. It is our 
plan to set up a global network to serve business 
firms the world over doing business with Taiwan, the land of 
an economic miracle in the Far East. 


--C3 chinatrust commercial bank 

No. 122 Tunhua North Road, Taipei Taiwan R-O-C- Teh 886-2-716-51II Fax: 8S6-2-7I6-3116 Telex: 246S"t CTCOMF 
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A question of maintaining levels 

Angus Foster on the water industry’s efforts to satisfy the regulator 


O NE PHRASE has 

tripped, somewhat 
glibly, from the 

tongues of the privatised water 
industry's chairmen as they 
rolled out their results over the 
past month. 

“The need to balance share¬ 
holders' with customers’ inter¬ 
ests" has become their mantra, 
and has prefaced every sound* 
bite. 

But with companies announ¬ 
cing average dividend 
Increases of 10 per cent, and 
profit increases ranging from 2 
to 30 per cent thanks to price 
increases, shareholders have 
more to celebrate than custom¬ 
ers. 

Dividend growth compares to 
about 3 per cent for the mar¬ 
ket. and confirmed tbe attrac¬ 
tion of water companies as 
high yielding, but low risk, 
investments. These defensive 
qualities came to the fore last 
week, as water shares rallied 
while the market feared divi¬ 
dend cuts at BP and elsewhere. 

Dividend cover has also 
remained conservative, in spite 
of rising interest costs, as com¬ 
panies' huge capital invest¬ 
ment programmes mount up. 
Yorkshire Water, for example, 
raised its dividend 10.2 per 
cent, but dividend cover was 
unchanged at 2.9 times. 

The reporting season was 


largely free of the acrimony of 
12 months ago. Profits and sal¬ 
aries have risen less dramatic¬ 
ally. 

Tbe relationship with Ofwat 
has unproved and water com¬ 
panies say both sides now 
understand each other better. 
Mr Ian Byatt, Ofwat’s director 
general, has appeared less con¬ 
frontational of late, although 
his full views will only become 
clear next month when he will 
officially comment on the 
results. 

“I think the regulator has 
been through a learning curve 
as well and is now doing a 
good job," said Mr Nick Hood, 
chairman of Wessex Water. 

Growth in companies' 
“core", or regulated, water and 
sewerage business has been 
predictable, rising in line with 
prices. Recession affected com¬ 
panies in the south because of 
fallin g industrial consumption 
and empty houses. Thames 
Water estimated that recession 
reduced revenues by £ 16 m 
while companies like Northum¬ 
brian, where recession has 
been less severe, reported little 
impact. 

But outside the core, in the 
“enterprise" businesses which 
companies set up to generate 
unregulated earnings, results 
have been poor. 

Welsh Water said Hamdden, 


its hotel arm, had a “disap¬ 
pointing” year while a loss¬ 
making environmental services 
associate was sold at a loss to 
SAUTt. Southern Water also 
sold a similar associate, again 
to SAUR, which required provi¬ 
sions of “several hundred" 
thousand pounds, the company 
said. 

Biffa, Severn Trent's waste 
management arm which was 
acquired last year, made ann¬ 
ualised operating profits of 
£l2.5m, well short of the 
amount needed to cover £25m 
In interest charges on the pur¬ 
chase price. Original hopes for 
Biffa to meet its interest costs 
this year are “unlikely” to be 
realised, Severn Trent said. 

Other non-core results were 
mixed. Northumbrian said its 
enterprise division increased 
sales threefold, but operating 
results were “insignificant". 
North West and Thames 
announced small profits from 
non-core businesses, but pre¬ 
tax margins were below 3 per 
cent in both cases. 

Companies claim it is too 
early to judge the success, or 
otherwise, of diversification. 
“This has to be seen as a long 
term investment," Mr John 
Beliak, chairman of Severn 
Trent, said of Biffa. 

Part of tbe problem may be 
structural. Mr Robert Miller- 


Bakewell, analyst at County 
NatWest, talks of the “Hanson 
syndrome". 

“The bigger water companies 
have such a large critical mass 
that developing a non-core is 
tricky," he said. 

Non-core businesses are 
partly designed as a hedge 
against tightening regulation 
of core water and sewerage ser¬ 
vices. Ofwat will conduct a 
periodic review in 1994 of com¬ 
panies' K numbers, the amount 
by which average prices can be 
raised above the rate of infla¬ 
tion. 


HOW THE WATER COMPANIES COMPARE 
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B ut the problem for the 
companies, and for 
investors, is that the 
regulators' views on non-core 
earnings, and how be intends 
to “ring fence" them from reg¬ 
ulated profits, are still under 
discussion and will remain 
hazy until after the periodic 
review. 

“The question Is whether it 
has been right to try and 
expand earnings rapidly out¬ 
side the core or concentrate on 
the core, as Anglian has done," 
said Mr Bill Dale, analyst at SG 
Warburg. “We may not know 
the answer for two or three 
years,” he added. 

Despite occasional hiccups in 
the non-core, the three best 
regarded water companies - 
Wessex. Northumbrian and 
Yorkshire - reported results 
as expected and emerged with 
their reputations intact. 

Wessex and Northumbrian 
are seen as small enough to 
generate meaningful non-core 
businesses. Wessex’s joint ven¬ 
ture with Waste Management 
International of the US made a 
first contribution of £900,000, 
slightly ahead of expectations. 
Yorkshire more than made up 
for higher than expected provi¬ 
sions through improved effi¬ 
ciencies. It has now accelerated 
its investment programme. 

Elsewhere, only Welsh came 
out badly. Apparent back- 


NEWS DIGEST 


Henlys 

switches 

broker 


HENLYS GROUP has changed 
its stockbroker,'two days after 
becoming the subject of a 
£27.1m hostile takeover bid 
from rival motor dealer T 
Cowie. 

Mr Robert Wood, Henlys' 
chief executive, said he had 
switched from Hoare Govett 
because 35 redundancies at tbe 
broker, following its recent 
takeover by ABN Amro, the 
largest bank in the Nether¬ 
lands, had left it "short on 
overall resources." 

Henlys has gone to Panmure 
Gordon, which took on five 
corporate finance staff from 
Hoare Govett, Including the 
three most familiar with Hen¬ 
lys. 

Mr Wood said he wanted to 


work with people he knew and 
who were familiar with the 
company in what was likely 
to be a tough takeover 
battle. 

Henlys had two banks as 
advisers, Charterhouse and 
Hill Samuel, and had decided 
that Charterhouse would con¬ 
duct its defence. 

• T Cowie has agreed to buy 
Walker Jackson, the main Ford 
dealer in Swindon, for an 
undisclosed sum. 


of £220,000 relating to a factory 
closure. 

Extraordinary charges of 
£l.77m (income £1.89m) were 
principally final settlement 
terms of the dispute relating to 
the sale of two Laurence Scott 
companies in 1986. 

Earnings worked through at 
lp (0.4p) and a maintained final 
dividend of Up makes a same- 
again 2.5p total 


dividend of 2.1p makes an 
unchanged 3J5p total 


AFE to mop up 
Cronite minority 


MS International 
rises to £251,000 


Reject Shop 15% 
lower at £652,000 


Profits of MS International, the 
Doncaster-based engineer, rose 
from £59,000 to £251.000 pre-tax 
over the 53 weeks to May 2. An 
£Sm fall in turnover to £30.5m 
mainly reflected discontinued 
activities. 

Profits were struck after tak¬ 
ing account of a drop in inter¬ 
est charges to £174,000 
(£611,000) and exceptional costs 


Reject Shop, the furniture and 
houseware retailer, returned 
pre-tax profits of £652,000 for 
the year to March 16 against 
£763,000 last time. 

Turnover was static at 
£20.7m (£20.4m) in spite of the 
recession and a fire bomb 
which damaged tbe company's 
Tottenham Court Road stare in 
London last November. 

Earnings emerged at 4.47p 
(4.88p) and a same-again final 


AFE, the French engineering 
group, is compulsorily to 
acquire the remaining shares 
in Cronite Group, after secur¬ 
ing 9L6 per cent of the Bir¬ 
mingham-based foundries com¬ 
pany in its £7.3m 
recommended offer. 

AFE announced yesterday 
that it owns or has received 
valid acceptances in respect of 
14£m shares. 


Teredo Petroleum 
falls to £91,000 


Tlin iunkC' 1 * taued in compliance with the requirements of The International Stock Exchange of the United Kingdom and the 
Republic of Ireland Limited (the "London Stock Exchange”) and appears ns a matter of record only. It docs roc com mure an 
inuraittxi o> subscribe or purchase any securities. Application hoi been mode to the London Stock Exchange far all cf the 
Ordinary dura of British Bn>technology Group pic, (uued and to be Issued, to be admitted id the Official List. Conditional 
dealings on the London Stock Exchange commenced at 2 JO pun. on Ik July 1992. Unconditional dealings on the London Stock 
Exchange are expected to commence at 2.30 p.m. on 9th July 1992. 


British Bio-technology Group pic 

(Incorporated nnd resumed In England and Wales under the Companies Act 1965 with registered no. 23C4992) 

Combined Offer of 
7,058,824 Ordinary shares 
including a U.K. and International Offer 
lead managed by 
Klcinwort Benson Limited 
of Ordinary shares at 425p per share fully paid and 
liscing on chc London Stock Exchange and quotation on NASDAQ 


Authorised 


Number nf Aurci 
55,000,000 


Share capital following the Combined Offer 

Issued and to be Issued foliy paid 
lumber ef them 
(excluding die over g fion nent epttonj 
Ordinary shares of Sp e«h 35.714,692 


(Mush FVo-ti\liiMitmy Oruiip file l« nn emerging pharmaceutical company currently pursuing research and devoupmen: 
In (our uwdhrtl nrvuai fnllamniuturv disease, cancer, vascular disease and Immunothcraunities. As la potential products 
iw wrew ftiwnnl* xIht marker, Unciih UUetuchnuJusv Group pie intends to establish and build an Intemnrlnmil business In 
celili.nl pharmiivcuck-aU. 


T\w lloinbinnl Oder Including a U.K, nnd liiiernatlutul Offer and a U.S. Offer, comprises 6,638,824 Ordinary shares 
being placed in the United Ktiuninm nrul uontlawuinl Europe and 200,000 American Depositary Shares each representing 
iw Ordinal? slwrv* bring ntf.'wl In the United Srates. Ordinary shams may bo rmlbcatcd from the U.K, and 
ImvTiimMwl Offer m the U.S. Offer and vgre versa. Of the Ordinary shares placed In tlw United Klngdum and Included 
m tlw U.K. and iuteriMtkiiMl Otfcr, up n« 10 per cent, will be reserved far altocnikm, at the discretion cf Ktanwutt 
Il'HMitt Limited, in member firms id the London Stuck Exchange to tabs occuunt uf demand frum their existing private 
or duvtvrhiiwrv elk'ius. Puniuinr to an over-allotment nothin tlw number of Ordinary slums placed or uffired m pan uf 
the Oumhined Oiler rwny he IuvmucJ by up to 1.058,821 Ordinary shana. Klelnwart Denson Securities Limited are 
MuvLhfohris w Uritlxh Dliwechmilogv Otoiip pic- 

UflitU riifUwlllnW Wkulng w British nUMechnulugy Group pk- will be Included In the Companies Flehs Service available 
Itom lixn-l Uinmchi! Limited, 17-4T Paul Street, London lit. IA 4PB from i.00 p.m. on 2nd July 1992 arul copies may be 
nhmlned durum normal business lu’un (Saturdays and public holidays excepted) until fait July 1992 for collection only 
limn ilw L.’oinpimv Aimotjneeiwnts Oflhv, The London Stuck Exchange, London Stock Exchange Tower, off 
llnnlwdnmvw Lam!, London KVttN IIIP mul until Iftth July 1992 fawn 

British I Mo-technology Group pie 

WutUnutun Ruad 
C'fiwIi'V 

Oxford OX4 11Y 


Klein win Uttvwn Limited 
Jt) k'inhiiti h Mrn-w 
London EC!IP MW 


Barclay* Rejtktrar* 
P.O. Oox Mu J4 
Onntmii Hmw 
OmJhrtuk Park, Nwtliwtch 
Chwltlw CW0 7RD 


Nn a,ui.>n Has i.dam in .mv (iirwIittiMH Iw 0nM»h flhxnlinvliw thonp |ifc nt hv unv nmlmwriisf uf the I'lMihimd Offer 
;lvw would a pihitr i'ft'P of »Uc Ordinary wiirc* In iliiy jutinUrilon wlwt* (Kftm for tlim ptiFtwtM it nhuhaL inker ilun m 
thv l'mt'.d KiHfttan ami ilw Uwtvd Shthn. 

^ialnliMtioii r 5tn 4Ad July IWJ 


Teredo Petroleum has changed 
its focus to concentrate on 
enhancing revenues from prod¬ 
ucing areas and in line with 
this Is altering its fixed assets 
accounting policy. 

The USM-quoted oil and gas 
producer saw pre-tax profits 
decline by 43 per cent to 
£91,000 (£160,000 restated) in 
the half year to March 31, after 
exceptional costs of £65,000 
connected to its reorganisation 
under which exploration activ¬ 
ity has been curtailed and 
staffing levels reduced. 

Sales in the six months 
declined to £2.75m (£3.lm). Pro¬ 
visions for exploration costs 
fell to £414,000 (£466,000) and 
interest payments and 
exchange losses took 2142,000 
(£73,000). 

Earnings fell to 0.8p (0.6p). 


Revenue marginally 
ahead at Danae 


Net asset value at Danae, a 
split-capital Investment trust, 
stood at 51.79p per income 
share and 60.7Bp per capital 
share at May 31. 

The values compared with 
fil.BTp and 47.3Lp respectively 
U months earlier. 

Net revenue for the year 
amounted to £549,012 (£586.218). 
equal to earnings of 7.7?p 
(744p) per income shore. The 
final dividend of 4^75p main¬ 
tains the total at 7.Kp. 


AAH makes three 
acquisitions 


AAH Holdings, the healthcare 
and distribution group, hu 
acquired Advanced Medical 
Communications, a supplier of 
practice management com¬ 
puter systems to general prac¬ 
titioners. 

Consideration was 23.52m, 
satisfied by the Issue to the 
vendors or 688,413 AAH ordi¬ 
nary shares. A further uash 
amount ts payable when thi 
proceeds from cortaln con¬ 
tracts are determined, 

It has also bought 03 Phar¬ 
macy, a retail pharmacy band 
in Stafford, tor £400,000 satis¬ 
fied by the issue to the vendttt 
of 78,386 ordinary shares, and a 
further payment dependent on 
the stock value, 

AAH alio announced the 



Lydia von darMaer 

Ian Byatt; has appeared less confrontational of late - 


tracking on Its diversification 
plans, and a promise to extend 
price abatements until 1995 
unnerved investors who must 
now asses how vulnerable the 
company’s perceived high K 
number is to regulatory action. 

This year, profits growth for 
the industry is set to slow, 
although average dividend 
increases of IQ per cent are 
expected to continue. 

Average water charges, 
which rose 15.5 per cent last 
year, are set to increase by 
only 9.7 per cent in 1992-93. 
This includes voluntary abate¬ 
ments of price rises by. all com¬ 
panies following pressure from 
Ofwat 

Decelerating profits are also 
a result of companies’ increas¬ 
ing defat burden as the indus¬ 
try pays for some £28bn of cap¬ 
ital expenditure this decade. 


Exceptional^ raise 
losses at CRP 


Losses at CRP Leisure, the 
USM-quoted company formerly 
known as PE Kemp, deepened 
from £155481 to £195,668 over 
the six months to April 30. 

The figure, however, 
included an exceptional provi¬ 
sion of £71,576 relating to the 
closure of Theatretheme. 

Turnover of continuing 
activities amounted to £625,718 
but included only five weeks of 
the recent £3Jhn purchase of 
CR Pursehouse. 

Losses per share were L2p 
(l.lp). 


Fleming High Inc 
net assets steady 


Total assets of Fleming Inter¬ 
national High Income Invest¬ 
ment Trust were £88.9m at May 
31, compared with £87-3m a 
year earlier. 

Net asset value of the zero 
dividend shares was 69.3p, 
against 65*2p at November 31 
and 6L3p the year before, 
while figures for the ordinary 
shares were 83p, 33.7p and 
36.9p respectively. 

Total dividend for the year to 
May 31 is maintained at the 
forecast 3.5675p with a final of 
2 J675p, payable from earnings 
of 3.53p (3J>7p) per share. 


Europe Energy 
losses deepen 


Europe Energy, the 
USM-quoted mining company 
which reversed into Moray 
firth Exploration In January 
1991, announced a pre-tax km 
of £163,853 for the 15 months to 
March 31 1991 Losses for the 
preceding 12 months were 
£6,657. 

The Cardiff-based company 
was set up to exploit opportu¬ 
nities created by the closure of 
British Coal pits in south 
Wales. 

Turnover amounted to 
£l.57m (£3,073). Lostea per 
•hare worked through at 1.37p 
(0,08p earnings). 


New London 

advances to $5.04m 


New London, tho oilfield ser* 
vires group, Lifted prow prof¬ 
its by 31 pur rent to 15.04m 
(£2,72m) in the year to March 
31, compared with 83,54m pre¬ 
viously. 

Turnover Jumped to IU5m 
(144.7m), helped by the acquisi¬ 
tion of mternafiohil Drilling 
Fluids last July, Drilling fluids 
and wall servicing revenues 
now account tor more'than 90 
per rent or total revenuit, 

After , tax and minorities not 

^tt.55M5Wlm),^sJfnS!gi 

were &5 cents (3,2 rents), 


Most companies have gone, or 
are about to go. from holding 
net cash to net debt 

As the periodic review 
approaches, customers are 
becoming more important. 
Ofwat wants companies to ask 
customers their views on pric¬ 
ing and levels of service before 
submitting business plans for 
the second half of the decade. 
Ofwat is also looking at ways 
to measure companies’ relative 
efficiencies and customer ser¬ 
vice. 

. “Any company which does 
well on customer service will 
be viewed kindly and allowed a 
more generous E,"' said Mr 
Dale. 

If so. the chairmen's mantr a 
of a balancing act may have to 
be seen to swing back a little 
from shareholders towards the 
consumer. 


acquisition of DR Godfrey, a 
provider of landscape mainte¬ 
nance services, for £176,883, 
satisfied by £30,000 cash and 
the issue to the vendors of 
29,144 ordinary shares. 


An extraordinary $4.81m pro¬ 
vision was made against loss 
on the sale of its US oil and gas 
exploration and production 
operations. 


Walker & Staff 
jumps by 57%. 


Walker & Staff Holdings, the 
valve and pipeline equipment 
distributor, reported a 57 per 
cent improvement in annual 
profits. 

On turnover down 2 percent 
at £8-35m, pre-tax profits for 
the 12 months to March 31 
advanced from £389,000 - to 
£610,000. 

The recommended single dis¬ 
tribution for tbe year goes up 
from 3.3p to 5p, covered' 3.7 
times by earnings of I8JSp (lip) 
per share. 


London Share 
Service 


Monday's list of forthcoming 
changes to company classifica¬ 
tions in tiie London Share Ser¬ 
vice should have stated that 
companies classified in Stock 
Exchange category 98 wifi be 
shown, with, effect- from July 4 
under Investment Trusts. The 
category Includes Investment 
trusts approval under Section 
842 of the Income and Corpora¬ 
tion Taxes Act but either regis¬ 
tered outside the UK or denom¬ 
inated, accounting or quoted in 
a foreign currency. 

The placing of individual 
companies will be confirmed in 
the normal weekly list of 
changes to the London Share 
Service. 


BET chairman gets 
48% pay increase 


Sir Christopher Harding, chair¬ 
man of BET, took a pay 
Increase of more than 48 per 
cent in the year to end-March, 
according to the group’s 
annual report published yester¬ 
day. . ... 

His salary Jumped from 
£88,060 to £130,844, while that 
of the highest paid director 
rose 68 per cent from £287,181 
to E48SL977. 

Pre-tax profits in the same 
year fell 46 par cent before 
exceptional Items, These: 
included reorganisation and 
redundancy costa and asset 
write-downs which wiped 
almost £90m from the 
line. 
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Kenmare Resources 

tosses increase 


Kenmare Resources, the 
^USM-quoted Dublin-based nat¬ 
ural resources exploration and 
.production company, turned In 
tarn or 1£178,6 10 {iu&ou) tor 
the six months to October 81. 

. There was no tw ebargo.. 

In tho previous first half 
there were losses of [£46,597 
baton tut of wm 
. Louis per share worked 
through at 0,379 (OJSp). 

In the last full year losses 
totalled Umm. 
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POWER 

GENERATION 

EQUIPMENT 


The FT proposes to publish this 
survey on 

July 30th 1992. 

The FT is read by over 1000 top 
European businessmen in power, 
energy and . water industries and 
8,500 senior businessmen who specify 
or authorise' the purchase of 
industrial plant & equipment. This is 
more than- any other international 
publication in Europe. If you would 
like further information on how to 
reach this important audience, please 
call. 

Bill Castle, 
on 071 873 3760 
" or fax 071 873 3062. 


Dote source: European Business Readership Survey 1992 


FT SURVEYS 



decision should be 
well considered. 


It goes without saying that in business 
much depends on having the right information 
available. 

Information on your market sector, for 
example. On your competitors. Or on national 
and international economic trends. On person¬ 
alities and companies around the world. 

Whether you’re based in the UK, in 
Europe or overseas, our specialist team of 
twenty full-time researchers is on hand to help 
you. Answering almost any business enquiry 
quickly and cost-effectively. 

jFor full details Of this service, available 
by subscription.or credit card, call. 
Tim Birch in all on 071-873 4102. 
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Redemption Notice 


1 



European Investment Bank 

13% Bonds Due 1996 


NOTICE IS HEREBY GIVEN._ 
of said Bonds at the redemption pace of 100% of the 


_ Agreement dated os of August 31.1984 under which the above described Bonds were Issued, that European I nvestment Bank has called for redemption on August 31,1992 $25,000,000 principal amount 
amounr thereof, together with accrued interest to August 31. 1992. The serial numbers of the Bonds selected for redemption are as follows: 


COUPON BONOS 
(All in $1,000 denomination} 


II 


i3« wtt oxoome mao utu» usm vizsx* M»ie icho i7ast ijmio sos+s 22+12 239 n 25417 a»n acar> 20 79 ? 
1098 SMI 4880 8X12 7718. 9188 10C81. (UM2 UMEt 14919 18282 17X18 19422. 20948 1254=14 SW1.1 20419 2091* 2t«3x 2ir7K» 


12 1039 :W44 4804 8214 7719 
14 (633 -7049 -4080 62+5 7721 
17 JIW7 ■ 3000 4673 6201".7724. 
24 1(173. 3Q3H 469]- 6263 7728 
36 1074 3062 4009 6269: 7729 
40 1886 3066 4(134 8279 7733 
42 1888 " 3078- 4640 6281 7736 
44 1G89 3081. 4000 6293 7741 
17 1700 3084 486V 6297 7752' 
52 1701 3101 4880- 6209 7781 
68 1708 3104 4696 8302 7784 
58 1714 31((8 4697 <£KM 7768 
72 1716 3120 470! 6308 7774 


9173 10582 11945 13416 14942. 16388 17K39 19425 20955 22444 OT 25422 .28948 28270 298W 

9187 10688 ‘£1989- 1343T-, I4WET 16408 .178-17 19441 20968 22466 23830 25426 SWSSx 28381 2UWU 

9190-10000 llflWT 13437 14954 16414 17861 JJM57 2097:1 22467 23838 254*} 20969 28287 29820 

9 IBS 10HI2 .11989 13438 14969.18416’ 17863 19469 20978 22471 23844 2S4-T8 2896:} 28288 29825 

9218; ,10016 '1189* '13*82 14987 . 16417 17869 16475 20984 22478 23888 25440.*6970 28201 298211 
9230 10039 41994 (340S_ U969 10422. 17870 194S7 2098& 23484 23890 26442 28976 28294 2DKJH 

9246 10643- 12000 13497.;-14070 16431 17882 19490 20990 22490 23897 25450 209HI 2829c 29841 

925h ,10646 12004: 13483 14983 14434 1788:1 I949C '20997 22507 23905 25466 26982 28310 2986:} 

9253.10B48 12010' KJ486 14998 16446 17888 1B490 21003 22610 2390G 25476 2HB8G 28321 29871 

9200-^10848;. 12020 13493, 16010 18458 17913 L9802 21008 22&I6 2=®*Q 25477 27004 28326 *9893 

9269 10651: 12022 13496 15016 16462 17924 19507 21010 22526 23935 25481 27018 28365 29WHI 

9273- 10666 12026 -I3S10. .15021.18406 .17920 19510 21013 22631 23036 26487 27028 28370 29899 
9284 '.10874 (2027 13542 18022 16406 17949 19614 21016 22537 23948 26402 27034 28371 29905 


73 1729 3128 4720 8313 7776 9286 ~ 10681 12040 13660 15001 16409 17984 19523 21021 22041 23949 25493 27042 28377 29914 


73 1731 3183 4728 0316 7789 
114 I744.3U14 4729 63Hf'7802 
118 -1758 3190 4732 9319 7810 


9287 10688.12047- 13501 ■'. 16088.16478 17976 1B521 21022 22544 23969 25494 27D4G 2S386 29959 

9297 .10712 12049 L3576- IBOtW 10481 1738a 10530 21027 22646 23986 '25487 27048 26388 2A90H 

.9299-*10718; 12002. 13062'15094 18483 17989 19531- £1036 22509 23990 25614 27000 28389 29901 


120 1702 3200 4T53 6=BM 78.12 . -9304 10718 12061 X3S84' IS101.16484 17994 19547 £1043 221105 24012 25517 27063 28392 29973 


133 1709 3203 4759 0328 7845 
133 1773 3206 4782 8331 7851 
154 1777 3809 4775 0342 7858 
189 rmi 3212 4TB3 6343 7800 
178 1784 3216 47fl5 • 6302 7374- 
178 1789 3229 4798 8358 7884 
182 1798 324 L 4797 8300 '.-7893 
184 1HI9 3242 4798 03X0 7895 
197 1822 3245 4803 8383 7900. 
211 1834 3248 4804 - 6390 7902 
211 1838 3261* 4800 6410 7905 
217 1842 3270 4807 8415 7915 
223 1844 3281 4822* 6428 7918 

227 1848 3285 4828 6434 7940 

228 1858 3288 4832 0435 7345 
230 1870 ~3291 4844 6439 7904 
240 1874 3293 4845 6461 7975 


9308 10747 12073 I3588 15115 18487 18001 19560 21048 22568 24022 20523 27100 28400 2997c 

SOlS 10758 12069 *13590- 15120 10491- 18003 19509 21017 22672 24025 25528 27107 28-118 29990 

9316 10758-12099 Ul&Ufl' 15123 16500 18007 19578 21065 22682 24027 2553U 27112 28440 29MH9 
9319 10764 12102 13800 151*816501 18010 19580 21067 22691 24031 26502 £7115 28456 30006 

am 10768 .12114 13614.15141 .10506 18021 19583 21058 22802 £4032 25658 27118 28477 30014 

9335 10768 12125 EMM '15147 16607 18031 19588 21061 22809 24034 26654 £7132 28600 30018 

9304 10771 12132 13619 13153 18518 18061 19690 -21004 22820 24042 £5571 £7137 £8804 3WE1 

B3T9.10792 112135. 13837. 16106 16629 18070 19694 21065 22832 24043 20672 27141 28507 30U39 

9381 • UH97 .1*141-. 13(162 16181. 16545 18073 19399 21067 22839 £4060 25578 27 M6 2HGV7 :}004n 

9:187.10806 12143 13668 15HM 16563 18080 19608 21068 22642 24052 25602 27147 28519 :U*m 

9404 10808 12151 13078 16235. 10569 18081 19623 2 LOTI £2645 24053 25603 £7154 2H526 30051 

9409 10818 12154 13691 15239 10573 18086 19640 £1076 22051 £4062 25606 £7150 28029 30061 

9410 10823' 12163 13701' 15259 16591 18090 19648 .21085 22654 24068 26610 27102 28KW =10066 

9418-10826 12172 13704 15271 16594 18092.19660 . 21091 22661 24083 25621 27170 28341 30007 

9424 10829 12190 13706 15273 16804 18104 19673 -21092 22870 * £4091 25826 27192 28544 3007JI 

9440 10860 12192. 13742 15284 16605 18105 19B8I 21105 22690 24109 25647 27199 28548 30082 

9441 10851 12205 13714 15285 16606 18110 19694 21106 22691 24110 25652 27208 28565 MOUtUl 


244 1884 3314 4847 6405 7976 -9450 10865.-12208 13715- 16303 16620- 18131,19704 21119 22092 24113.25054 27213 28507 30104 


319 

=1*4 


£40 1892 :CJ17 4856 04U8 7978 

£48 1904 =EJ21 4857 6490 7994 

£54 1912 .1330 4869 6495 -7996 

£01 1917 *143 4802 6514 8006 

£87 ifI2I *{49 4863 0519 8010 

293 19*3 *151 4864 6525 *8017 

303 !9=» *165 4872. 6632 8018 

310 1936 *163 4880 6541-8019 

318 1944 JBUT 4887 <BWt 8024 

1949 :EMW 4889 0587 8025 

1965 3418 4911 6592 8027 

*Ci 19*1 34£9 40IH BOOS 8031 

■'CM 1979 3441 4920 (1808 8037 

SM£ 1981 3442 4921 6013 8042 

346 1988 3449 4927 6615 8052 

349 1991 3453 4954 6617 8072 

353 2996 .MOW 4960 6829 8070 

3G2 2006 3469 - 4991 UU30 8079 

:HUi £015 *3462 6002 6650 8093 

400 2010 3489 5006 6852 8110 

•MM £019 3478 5009 6060 3110 

•129 2031 3486 603(1 6667 8118 

+H 2064 3499 0077 0091 8120 

-171 £009 3S13 5085 6715 8128 

172 2089 3518 61ft» 6730 8134 

486 2109 3520 5107 6746 8150 

189 £116 3526 6110 6700 8152 

519 2121 36*9 6113 0772 8167 

538 2122 3032 5125 6784 8162 

MI 2140 353? 5138 6788 8170- 
544 £142 3541 5156 6797 0174 
550 £152 3553 5173 6813 HI77 
Ml 2154 3557 £179 0816 8179 
571 2155 :t558 5182 6821 8189 
575 2157 35>14 6185 6823 8194 
599 21(14 3571 5189 683U 0201 
I3M 2165 3609 £204 6850 8217- 
M£C 2168 3629 5213 B85® 8228 
Q£8 £175 :HSK 5235 JKTC 8240 
6£» £171 3042 5239 6808 K249 
*13 £177 3046 5238 0074 MSB 


8453 10868 '. 12217 * (3731 16312.16634 18149 49714 ■ 21132 22US3 24116 25076 27240 £8580 30100 

9473 10887 12224 13733 15321 16637 18162 19716 21UM 22094 £4129 25688 27244 28681 -10107 

9474 10903 12220 13738. 15323.16640. 18163 19721 21140 22097 24131 2009 1 27251 2869c .10129 

9493 10904 .12232 13744 15329 10657 18160 19725 21147 22099 24135 26694 £7£5£ 28602 30147 

9498 10006 12238 13751 (6333 (6661 18183 19734 21166. 22711 24(38 *669627253 286(2 3010(1 

9504 10908 12250 13760 15334 16664 18188 19758 21163 22719 24144 25702 27272 28621 30105 

.9526 10911. .12250 13759 15348 16668 18189 19783 21165 22728 24152 25709 27274 286SB 30174 

9627* 10928 12204 13773 L537& 16072:18196 V9788 21172- 22731 24155 26716 27275 28636 40225 

9534 .10935 (£273 13792 15379 1808( I820S 19790 21183 22734 24188 25722 £7278 £8642 30228 

9535 10945. 12276 13799 ■16381 16690 18213 10792 21186 £2737 24167 25727 27283 28644 30238 

9540 10956 12287 13813 16387 10698 18227 19794 21192 22742 24186 2S739 27289 28875 30255 

9547 10970 12293 13822 15388 16710 18247 19797 21195 22744 24190 25744 27290 28080 302U2 
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168837 170005171704 170341174850 176300-1777301 7928 8 180864-182314 183823 135740 137337 138837 140389 141947 143210 144700 14X2*7 147834 149262 150812 152225 1G3WI3 155241 156748 158313 169714 101277 162648 1X4*0* livr-W] 16744-4 1854:15 IhumT Isk< 43 l*<9Wr» IfH.-Cs 194 h5h IMI.'viT 190*0= |07»-ll 19*7M= 

168855 170060171707 173343 174834 176X17 .1 77762 170289 4*0887162322 -183827 135750 137342 138843 140412141948 143223 144710 146293 147835 149269 150810 152237 153809 155286 150751 158317 1597:91 181281 162654 164:110 165806 107+57 I0T.14T 1MI82H ItvCUiT li«9cJ>8 I9|:i8*i 1928511 191517 IKtcM- 197(14 1 198784 
108858 17006917177947334" 174837-170388 1 7777 1179802 .180879188349 183833 1307&S 137348 1.38853 140415 141967 143220 144712 140284 147837 149276 150822 152200 153819 155288 158757 168320 169746 181290 182067 10432H 105807 16747(1 1854 W IKOOi Ixhihll ImKMI 19M.JHI 1H2NM* 191521 IHjwW Iii7»47 19K.PH 
108070 170072171782 173850 174839'176349 177781179011 180088182353 163830 135792 (87355 138856 140418 141959 143227 144730 140299 147044 149277 150820 152282 153838 165271 156763 158321 159751 101298 102659 164:125 185812 1117473 135402 183373 189*2:1 191:193 19'jsx.t 191551 I95MJ9 197f'3ii 19879* 

168801 170075 >71784 173337174841 176353 1 77783 179333 180906182 301 18 385 1 135796 137309138859 140437 141960 143230 1447=3 146302 147847 149278 1508:15 152271 153843 155263 150764 1&833T) 159754 101299 102062 HI+Ei-'i H158i:i 107481 185460 186841 188-102 1 * 00=0 I!UJICI 192878 I94j."i7 19587:1r.'7i)77 I9r*irj 

168889 170085171787 173300174849 176355 17T784179832 180916102383 183858 135810 137=72 130600 140440 141903 143240 144739 146314 147802 149286 150840 152278 153852 155295 156709 158338 159755 161305 102671 1643-12 105828 ]l!740• , >"-(”9 166872 1*8+07 10*»b=u 191121 192879 191556 1H5881 197 dm IHKKlii 

168892 170088171801 178381174852 178359 17779f 179347 18W241S240I 1*3882 135819 137373 138869 140444 141905 143245 144740 146327 147885 149290 150841 152286 153861 155308 158782 158349 159758 181314 162700 104356 M3KW 16.499 1W04T1 186X75 1*8414 18WCW 191128 1928*8 IWTuK lS.VtfM IP7IW3 1WSO' 

166901 170090171805173390174654-.176369:1 77825 179380-100925-182410 183885 135825 137376 138678 140470 141973 143254 144746 146336 147671 149303 150850 152398 153671 155323 168785 156357 159707 IH13T7 162718 16+:wO 1G5W-15 UlTT-cn# 18547-1 Ikcw-i 186127 DmMJ 191 l:is lii-jiwn: 195mm 197n , *:l 19*82 k 

168914 170105 171818 17X196-174882 1783721 77820 179365180928182419 163890 135834 137378 138882 140473141960 143280 144770 146348 147870 149311 150864 153304 153663 156327 156802 156386 159765 161:144 162752 10436:! 165651 167512 165460 1*0*85 168431 189*42 101-111 192915 IH-I5X0 1951*12 197<i0* 1968-J9 

168931.170109171825 173412174896 1 70380 177827TT93G8 180930182428 183897 135835 137366 138886 140479 U198t 143263 144771 146358 147886 149315 150865 152300 153889 155333 150805 158372 159793 161353 162760 164:176 1X5S55 107524 185469 ititWil 189857 191449 192925 191509 195HI5 197112 IHW35 

106935 170110 171831 473410 174903 176387 1 7782 9 170388'180931182430 183900 136840 137334 136891 T40480 141964 1432C9 144770 140367 147866 149334 150866 1G2309 153892 155336 156807 156376 159794 161354 162773 164360 1CC*CU 107529 l*r.M«2 1 809 10 |«#++r, ife-pmci 191154 192927 194572 19591* 197114 l!i*WI9 

108943 170112171842 173421 Z74907 170398 177831179386 160933182432 183900 135841 137406 138896 140482 141991 143778 144792 140309 147693 149348 150871 152310 153911 155338 156811 158381 159798 161356 16277G 104404 I 058CI 1675:4) 106.VM 18*927 18*141 ls9*7«i 191407 1929:1-1 194570 195921 197117 IpMS+x 

168947 170119171848 173429X74913 170435177840179390180937162430.183915 135851 137428 136915 140486 141996 143281 144798 146372 147910 V49352 150872 162312 153918 155340 156818 15X185 159803 161:162 1U279G 1044i.Hl 106868 1675:14 185515 I8.WW) |**44S 189*7:1 191-lii* 192940 IM1570 195025 I97I2H 19*85.1 
10*950 170125171851 173430 174953.176439 rnSOT.lTOSW 180940 182444 183836 135850 137434 136921 140503 142024 143291 144831 146381 147916 149354 150884 162315 153926 155345 156824 156405 159808 161305 102607 164411 16587:1 107543 180517 I8U934 188452 169882 19147* 192957 194581 195920 197123 19W»5* 

108957 170134 171852 173441-174902.178445-177863179899 180948182448 183940 135857 137437 138923 140500 142033 143296 144841 146390 147920 149355 150890 152316 163930 156:147 156837 158412 169609 161380 IttftftW 1*4417 1 <15883 IK7555 180018 188912 l**4<u: 1 *-.)**+ |914*1 19290* l94->4 19395-1 197143 19*859 

168970 170137 171689 L73444 J74S84 170457 1738851794D6 180945 182451 183941 135659 137455 138930 140509 142030 143299 144854 146403 147927 149375 150898 152320 153931 155349 156840 168418 159812 101381 162812 104421 165894 107580 1*55211 1*6475 1*9*97 191484 192903 194593 195901 1971 W 198808 

188974 170143171878 17.1445 174994 176460 , 4778S1 179410 180946182483 183951 135600 137458 I38fc» 140514 142038 143300 144855 140407 147930 149382 150908 152338 153938 155350 158856 158426 159816 161382 162813 164424 165903 lBTS&H 1*5547 168979 1881HTI 1 * 9911:1 191495 192985 194012 195984 197152 19*8*'. 

168980 170161 171927 173440174997 176462 177892179423180948182472 183967 135866 137476 138939 140517 142045 143311 144659 146413 147935 149387 150910 152353 153940 155366 156871 158434 159816 101384 162823 104426 165911 1*7598 185550 1*8991 18*198 189WIK I915H2 192978 194020 195972 |9717n 19*900 

108989 170188 171931 173447 175001 175409 177887179430-180954182486 183958 135874 137479 138942 140523 142051 143312 144884 145416 147952 149290 150012 ir.«27ft HLtOKit ikiuiR7 irkktj imusq I50fli7 1K12R5 i.muoj iuj432 185957 < 117*011 1*55)11 1*H992 I8K5H2 1*9917 191511) I9L1W1 I9l<i2!i 19597* 197172 19*91)8 


169030 170246 172011 173517175034 170546 177962179460 180971182549 134023 135914 137522 139018 140552 142081 143352 144950 146462 146000 149440 150941 152409 154015 155402 156931 158489 169883 161439 102882 164490 165999 IUTC-58 185*0* 1*7a-»9 1*8569 JH9979 191554 ltl:»4)> 194H57 IJHMi-Jl 19719H 19*9:i:l 

1U9W1 170253172016 173533175052 170558 177970179408 180974182552-184043 135920 137528 139020 140669 142087 143356 144961 140464 148011 149484 150942 152415 154032 155414 156935 150492 169901 161452 162886 104494 180000 107666 >*500-1 1*7019 1*90*2 I9155U IKflul l 19460* lwnij* JP72>rj itww 

169038 170256 172020 173636 175075 170570.177977179488 180977182556 184044 135923 137652 139028 140561 142095 14*360 144971 146470 148026 149409 150951 152424 154033 155425 156937 158501 159904 161458 102891 164503 (66020 10766* 185011 187053 180581 1*9994 19I.KV! 19*070 IMKD) IWMCil I*7211 19*954 

JW048 170261 172031 173561 175093 176673 177986J.79471180982.182566 184050 135935 137586 139027 140666 142112 148361 144984 140470 148027 149491 150958 152427 154039 155432 156949 158503 159932 101403 162917 164508 188025 187090 185643 l*7)ir^ 18NVA 1»>9»7 19157:1 IWIUTT 10J)C5 l&oicia 19721* 19*955 


169092 170322172068 173020176166 176621178105179530 181088182687 184111 135976 137617 139078-140656 142164 143398 145033 146555 148082 1495G2 150993 152406 154099 155497 156984 158594 159990 U11535 162973 164677 100n*o 187700 1*57)14 1*7111 18*644 190052 IBK.48 193141 194T:M 19811)1)19727* 199<i5*! 
109094 170323 172077 173821 175193 178628 178107 179631 181092182639 184115 136005 137620 139008 140662 142170 143401 146038 146560 148088 14B504 150996 162494 154100 155500 150989 158597 160014 101545 182975 104598 1000K1 187793 IN r >7UK 1K712M 1**.J4* 190o74 IHUJ81 193155 19477.3 190HH 1973D7 I9MN17 
169106 170326172102 173830175199 176662 178110 179536 181096182842 184123 138010 137628 139091 140688 142180 143406 145064 146587 148094 149665 160999 152498 154102 155509 15702S 150802 100022 101546 162980 164600 106087 1*7795 106707 187129 1*8657 190101 1918*4 19318V 194759 19)-]04 167314 196)>79 
109121 170334 172108 173639 175200 176667 178110179552181107182656 184125 186012 137629 139090140675 142185 143424 145058 145809 14*100 149579 151002 152S00 154124 155512 157032 158604 160023 161576 162983 164607 160103 167799 105709 1*71+4 1*8658 190105 191*73 193107 194782 196109 19731* 199)103 
109123 1.0340 172117 173844176201 176873 178124179678 181108182668 184129 138022 137638 139106 140709 1-12180 143432 145068 146835 14*119 149598 151020 L52517 164126 155618 157037 1586(3 160030 161686 163001 164012 100122 167*0] 18571* 107154 1 k*skH 19*109 19107s 193173 194791 1901 Hi 1H7325 19908* 
169137 170342 172122 X78884 175203 176877 17812817959018IX IS 182673 184147 136039 137645 139112 140717 142191 143433 145082 146645 148121 149600 151021 152519 154131 155636 157041 158636 100X19 L0158H 163011 1U4UI:1 Hlfilni 1C781* 1*5722 1K715H DS*C*1 I9DI16 ISKsh 19:i1hl» 191795 I9H121 lOTiJil 1990*9 
169154 170348172134 178669175205 176681 178129 179591 181128182679 184151 136040 137690 139118 140742 142192 143440 145100 146051 148122 149616 151027 152524 154137 155544 157045 158644 16004* 161589 163030 164616 166151 1*7*24 188724 1*71*2 18*68* 19012* 191*94 193195 194*00 196135 197.C14 199091 
169159 170352172135 173871 175210 176089 178141179604'181138182721 164170 136051 137691 139122 140756 142213 143441 145102 146653 148127 149*25 151051 152525 164140 155653 157050 158856 100060 161605 163035 164625 166164 167X12 185739 187160 1**707 1901*0 191TU) 193197 194*0:1 19614* I97:«9 199092 
169103 170354 172144 17368S 17E2I5 170697 178148179615 181142182722 .184178 138062 137700 139125 I407G4 142218 143442 145110 146656 140129 1-19050 151059 152538 154148 155585 157060 158660 100070 161608 103U38 164629 10*1*9 107«<c- 165744 1*71)18 1**7in >90184 191701 1931317 194X07 IMKHH 197:145 199 lit! 
169164 170383 172151 173688176225 176709 178157179625 18X163X82724 184187 136055 137709 139130 140787 142226 143444 145122 146660 148130 149061 15t06B 152547 164156 1550*9 157062 158080 180074 161*19 1X1052 164X34 106170 167*50 185754 1*7179 l**7i:i 1901*0 19171)1 19:121* 194811 l9it1>V5 197:1)12 199109 
169167 170388172188 173700175229 178728 178160179652 181171182728 184192 136061 137721 139133 140T76 142243 143446 145123 146672 140131 149663 151072 152654 154176 155595 157075 L58604 160075 161644 103054 104043 1681*7 107*00 1*5750 1*7189 18*716 190193 191722 193219 19-1816 I96IIW 197:1)18 19912* 
169173 170389 172165 173710X76230 176735 178165179055 18J180182731 184195 138071 137730 139147 140778 142252 143456 145128 146677 148142 149665 151073 162507 154189 165614 157082 158600 160103 161647 1CBJ066 104662 106190 167*61 1*5758 l*72m i*h 720 19019* 191725 l»3221 19-1825 19*17: 197:175 199l:W 
189184 170392172175 173718175031 178756 178175 179659 181187182740 184204 196110 187746 139152 140790 142253 143461 146145 146091 148145 149671 151084 152679 164197 156631 157105 150689 160106 161655 163009 164667 106199 1670*0 185761 137206 1*8727 190217 191726 19:1227 194839 19*183 197400 199140 
169190 170402172185.173720175239 176787 178187.179704 18089182743 184221 136124 137748 139162 140801 142265 143462 145151 146695 148149 149600 151115 162580 154199 1556:(8 157107 158691 160110 161667 163074 164679 166224 107869 1*5764 1*7214 1BK7 V1190220 1917:91 IKttl* IMttt! 1961*5 197413 199149 
169121 170406172187 1 7372 6 175245 178788 17B196 17972S 181197 X82748 184226 138162 137751 139170 14080* 142280 143479 146100 146699 148182 149683 151110 152596 154202 155644 157112 158696 160117 161673 163077 164687 106231 167872 105766 1*7221 18*737 19IJ220 191731 19321* I94S76 19*1*6 197414 19915U 
>8 9208 170422172193 173720175268 176775 178203179735 181204 1827B9 184241 138168 137767 139174 140825 142299 143405 146173 146719 148194 149691 151118 162596 154203 155653 157118 158703 100134 1BIK0O 1X1096 164695 160242 1)77875 ««577C 1872:15 1**73* 190235 1917:17 19.12:19 19485* l»52i*l IH74I7 19915* 
169200 170423172197 173744 173281 178788 178208179737 181205182767 184244 136183 137771 139180 140831 142305 148488 146177 146720 148201 149700 151119 152590 154206 L55656 157120 158712 1*0146 161684 103102 164702 106243 107*7* 1857*4 1*7244 188742 190237 191740 19:125=1 184862 198207 197421 1991*)' 
169211 170426 1 7220 3 1737 47 375269 176790 178209179749 181215 182774 184251 136188 137782 139182 140833 142316 143492 145184 146727 148206 149708 151121 152614 154207 155658 157127 158713 160161 101686 163111 164719 166249 167002 ««S795 187250 108743 190240 >917-15 1932)91 194&65 1*1212 197422 1991*1 
169214 170430172208 173749 175278 176S07 178227179760 181218182776 184272 188201 137786 139191 140837 142322 143499 145191 148730 148213 149748 161131 152820 154210 156602 157134 158729 180104 141688 163114 164720 108267 167084 185816 1*7275 18*746 190261 191764 19326:1 194*77 Hk-214 197134 199183 
169217 170433172212 173752 175285 176014 178230179771 181223182703 184287 136214 137789 139197 140845 142326 143603 145194 140737 148263 149751 161164 152823 154214 155071 157152 150730 160169 181696 163123 164732 166273 167n*8 1*5*1" 1*72*1 18*755 190265 19176* 193272 194*93 190217 197436 1W203 
168247 170459 172214 173756175287 176817 178238179790 181220 182789 184297 136216 137792 139209 140865 142335 343612 145195 146744 148261 149756 161166 162631 154216 166675 157158 158732 160178 101713 163124 164734 166274 107000 > 83*14 187290 188701 190269 191771 19:«*7 194911 196223 197444 199217 
169252 170460172220 173758175288 178822 178242179791 181233182795 184299 180217 137794 139217 140801 142353 143516 145213 146747 140208 149766 151158 152636 164218 155678 157161 1087X1 160201 161719 163130 164737 166380 167900 185019 1*7:«M 18*771 190271 191775 19:!-.*9:» 194915 196226 197-100 19922)1 
169258 170489172239 178761175295 178027 178264179798 161244182798 184806 186219 137797 139223 140886 142356 143521 145218 148748 148296 149767 151182 152040 164219 166892 167169 150768 100215 161733 1X3145 t«474? 166283 167920 186*51 1*730* 1**774 >902*4 191779 If:COM.. 19191* 196227 1974*1 199239 


168323170541172294 173853 175367 176903 178345179906 181837182884-184365 136298 137072 139339 140989 142417 143827 145342 146842 148370 149882 151279 162896 164249 156702 157282 168068 100294 101820 103237 16481* 166807 1(77982 1»5904 167:197 10*051 19U37* 191*50 1933*5 1049*7 100205 I970n» 19934(1 
169341 170548 172295 173882175376 176906 178352179900 181339 182893 184392 136320 137873 139342 141013 142423 143629 145351 146855 14*395 1498SS 151287 152699 154251 155793 157276 15*056 160295 101823 1032:19 164*30 16X196 1079*6 >«»>» 1*7119 >***57 19039H 191*61 193100 191991 195271 197)121 199347 

169361 170653172301 173897175379 176914 17B3SS179908 181346 182922 184394 186335 137874 139352 141031 143430 143631 145354 146867 14*401 149886 151319 152708 154259 155795 157281 15S063 100290 161020 163240 164832 1664U1 1C79K7 1*5920 1*7424 1MS602 190407 191*70 103425 194999 19)'.207 197)187 199:011 

163365 170503 172316 173908 175382 176925 178387 179917 1B13G0 182933 184406 136338 137914 139353 141037 142432 143638 145356 146883 148403 149888 151320 152712 154200 155812 157284 158866 160301 101835 103249 1X1*51 16X410 167993 >*5922 l*74:c» 1***71 190414 191*82 193427 MMK) 196293 19-Xrj 1993X4 

189372 170575 172321 173932 175409 176985 178370179923 X81363182838 184409 136349:137917 139360 141050 142438 143645 145362 146897 148420 149892 151360 162717 154286 155849 157299 158876 160312 161842 163265 164880 166410 16*0ui 1*5923 1*7439 16**T7 19X452 191892 193426 19500* 19629., 19.639 1993.* 

169385 170581172325 173938 175410 176946 178373179925 181073182951 184410 13G356 137934 139362 141053 142452 143650 145371 M6909 140420 149901 151368 152730 154302 155851 157307 158078 160315 161864 163273 164861 166417 16*019 1*5926 187143 180883 190455 191902 193130 19:4)1* I9<j29<-. 19.<141 1993.9 

109388 170804 172352 1T3954 175427 176947 178374179926 J813T6182953 184422 136368 137937 130389 141084 142454 143653 1+6374 146912 140435 149909 151370 152747 154337 155*52 157309 156881 1603=11 101HG3 163274 1040*7 10X419 16*021 >*M:« 1*7459 IS**** 1904U2 191913 193434 lWr'^l I9U3U2 19 ; X14 19*3*1 

1X9392 170595 172370 173980175429 176952 178377179927 181388182967 104433 136389 137940 139377 141092 142455 143862 145377 140913 148489 149916 161371 152756 154347 155857 157313 1580*0 160343 181068 1632*9 164099 106+42 168028 1»M45 187461 10890, 19x18=1 191919 19:1459 19G»2. lSU.-flKj 19.)^M 199=1*5 

189404 170608172389 173866175434 178954 178885179981 181387182967 1S4444 136367 137960 139390 141095 142469 143683 145380 146927 140+56 149919 151392 152757 154352 155861 157317 158900 160349 161881 1X3291 164900 10X151 168(131 1*&»6 187462 1*891" 1904*9 191959 19=1-1X3 IV-iW-i 190=tt)5 IP ; )i,5 »*0:(91 

169+05 170614 17SI00 173967175464:176986 178888179932 181891 182972 184445 136370 137953 139408 141100 142461 1+3687 145390 146P31 148478 149927 161398 152780 164353 165*72 157326 158911 160353 1618*1 1X3300 16+902 166456 1*1*040 107467 10*913 190^10 1919*0 1934,. 19o0x4 19X114 19 : o.X 19939*. 

169407 170643172408 173990175466 176970 17BS85 179947 181400182990 184449 138372 1 37973 139412 141114 1424)71 143689 145399 140932 148505 149933 151399 152709 I643S7 155873 157331 150912 160370 161890 163324 164915 16640* 1080X2 >*j<4-U 1W91. ?x3]S 

169409 170653172423 174014 175472 170972 17B406179961 181421 182999184455 138379 137975 139417 141115 14=472 1+**»1 145419 146939 148612 149967 151400 152775 154364 155876 157340 158913 160373 161897 163353 164924 106+7* 10*007 1*747+ 1*8920 190o2b 191993 193494 l*oO.* 19X31. 10^1*1 19941* 

169413 170658172425 174017175475 176875-178431179970 101422103008 184459 136382 137982-139438 1411101424*8 143899 145427 146947 14*514 149971 151406 162791 164372 155886 157=141 158915 1603*5 101890 163357 16+9=10 1064*0 10*0*9 »s»9, lb.1.6 l*t»2l 1905=11 19199. 1WC21. 195".H 19(.:Cl= 19 ; (-9J 199422 

169+19 170666172431 174021176+83 1769X9 1784501T99T2 181426183005 104470 138396 137984 139440 1+1120 1+2491 143703 145+35 146953 148517 149975 151415 1S2813 154373 155098 157347 150922 lMKMS 101*99 1X3=159 10+933 1(91406 111*096 1*6002 !*.+** 160926 190541 19200319352* 19*j.C71 19...99 199+24 

169483 170007-172+33 174028 175+92 17698+ 178+52179984 1S1429 183007 184471 130400 137986 139455 141142 142500 143707 1+6+39 1+0971 148620 149979 151417 152029 15+377 155903 157384 158925 160396 161900 1B3367 16+935 16X492 16*09* 1**«M 1*^492 1*89+4 190R.-.2 19202U 19:1552 l9o«>«. 19Xl:« I9j.2a 199+2. 

169438170679172434 I7402Srl7B519 1T6991 178*551TS997 181462188014 184486 136423 137989 139470 141146 142527 143713 145450 146978 14*521 1499*6 151420 152830 154288 155910 157300 158927 160104 101930 163379 1X4950 I0H5O+ 10X1(1” 186005 1*7509 1**9J* 19fts..-)5 192UH 1935*0 19ol 11 19XM1 19^.29 l9!«+::l 

189446 170684 173+35 174641 175526 478995-178474 (06005 161440 163019 184485 136427 137996 139488 141153 142630 143715 145457 146979 148530 149997 151430 152840 16440X 105947 157383 158945 160408 101960 1*3435 164953 166505 16*104 >*«*'* WTSK 1**9-:'- l»OoX<; 102H=W 19=15S0 19-114 1903-to 19.19*+::. 
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COMMODITIES AND AGRICULTURE 


Canada set to impose ban 
on Atlantic cod fishing 


By Bernard Simon in Toronto 

CANADA IS expected to 
impose an 18-month ban today 
on all cod fishing off the coast 
of Newfoundland and Labra¬ 
dor. together with a massive 
aid package for the 20,000 
fishermen whose livelihood is 
threatened by the moratorium. 

The ban, which follows years 
of scientific study and gradu¬ 
ally dwindling catches, is the 
most drastic action so far in 
efforts to restore one of the 
world’s richest fishing 
grounds. Last month, the Euro¬ 
pean Community agreed to 
suspend cod fishin g for the rest 
of this year In international 
waters off the Grand Banks. 

Canadian fishing boats had a 
northern cod quota of 135,000 
tonnes this year. In addition, 
the EC had awarded Its trawl¬ 
ers a 27,000-tonne quota in the 
area. 


According to local reports, 
the tan will apply to Canada's 
entire 200-mile fishing zone off 
the coast of Newfoundland and 
Labrador, and will remain in 
effect until at least the end of 
1993. 

The crisis in the east coast 
fishery has soured relations 
between Canada and the EC in 
recent years. Ottawa blames 
foreign trawlers, especially 
from Portugal and Spain, for 
the decline in the cod stocks. 
There Is evidence however that 
other factors, including 
unusual bands of cold water 
blocking fish migration and 
over-fishing by Canadian 
boats, have also contributed to 
the problem. 

The government aid package 
to be announced today by Mr 
John Crosbie, the fisheries 
minister, could cost as much as 
c$500m (£220m). 

It will include early-retire- 


ment incentives for older work 
ers and short-term, make-work 
projects to enable fishermen 
and processing plant workers 
to qualify for unemployment 
insurance. 

Aid will also be provided for 
retr ainin g, and to help fishing 
communities maintain boats 
and other equipment. 

Cod fishing is the mainstay 

of Newfoundland's ecrnomy. 
The province, which is one of 
the poorest regions of North 
America, already-has an unem¬ 
ployment rate of almost 20 per 
cent 

The two biggest east coast 
fishLng companies. Fishery 
Products International of New< 
foundland and Nova Scotia's 
National Sea Products, 
announced a rationalisation of 
activities last week which will 
have the effect of lowering 
FPrs dependence on cod and 
increasing its shrimp business. 


Whale sanctuary plan shelved 


By James Buxton 

A SCHEME to make the 
Antarctic Ocean a sanctuary 
free of whaling suffered a 
reverse yesterday at the Inter¬ 
national Whaling Commission 
when France, proposer of the 
idea, asked for its consider¬ 
ation to be deferred to next 
year. 

France took the decision at 
the annual meeting of the IWC 
in Glasgow because of the 
strength of opposition from 
whaling nations. It was greeted 
with dismay by conservation 
bodies, which had seen the pro¬ 
posal as a further step to pre¬ 
serve remaining whale stocks. 

At the week-long IWC meet¬ 
ing, nations with whaling 
industries are seeking a 
resumption of commercial 


whaling through the adoption 
of a scheme known as the 
revised management procedure 
(RMP). A moratorium on com¬ 
mercial whaling came into 
effect in 1985-S6 but IWC 
research suggests that num¬ 
bers of tbe small minke whale 
have since recovered. 

Norway has already said it 
will resume commercial whal¬ 
ing next year whatever the 
IWC decides. Iceland this week 
left the IWC altogether. 

France faced opposition to 
its sanctuary plan from Japan, 
Norway, Mexico and China. 
Japan also had the backing of 
four Caribbean states, St Vin¬ 
cent. St Lucia. Dominica and 
St Kitts. With these countries 
opposed the proposal would 
not have commanded the 
required 75 per cent majority 


of the 29 states attending the 
meeting of the 37-member IWC. 

Even had it been supported 
in principle, the proposal, 
which would have outlawed 
whaling beyond the 40 degree 
south latitude, would not have 
come into effect for some 
years, and it is said to have 
been poorly prepared. 

Greenpeace, the environmen¬ 
tal group, early yesterday 
called off a protest that on 
Tuesday blocked the departure 
from Glasgow of the Elin ToriL 
a Norwegian whaling boat, 
which had sailed to Scotland to 
support Norway's case for 
resumed wh alin g. Instead it 
called on Britain to use its 
European Community presi¬ 
dency to block any application 
by Norway to join the EC 
while it carried out whaling. 


Bidders line up for Irish zinc deposit 


By Kenneth Gooding, 

Mining Correspondent 

THE AUCTION for Europe's 
second-largest known zinc-lead 
deposit, at Lisheen, County 
Tipperary in Ireland, is coming 
to die boiL 

Two big mining groups, 
Minorco and Outokumpu, 
together with Ivemia West, the 
small Irish exploration com¬ 
pany which discovered the 
deposit, have agreed to bid 
jointly for the 52.5 per cent of 
Lisheen put up for sale by 
Chevron, the US oil concern. 

Industry analysts suggest 
the stake, which has already 
attracted at least 50 potential 
purchasers, is likely to fetch 
between USS50m and |80m but 


executives of the three bidding 
companies insist this is too 
high. 

Ivemia owns the other 48 per 
cent of Lisheen and says it has 
the pre-emptive right to match 
any bid by a third party. 
Minorco, the overseas invest¬ 
ment arm of the Anglo Ameri¬ 
can Corporation of South 
Africa, and Outokumpu, the 
state-owned Finnish group, are 
substantial shareholders in 
Ivemia, with 165 per cent and 
24.3 per cent or its equity 
respectively. 

If their joint bid is success¬ 
ful, it will be funded by 
Minorco and Outokumpu, 
which will each own 25 per 
cent of Lisheen with Ivemia 
having 50 per cent 


Ivemia recently revealed 
that reserves at Lisheen had 
been uprated to 1858m tonnes 
containing 13.4 per cent zinc, 
2.4 per cent lead and 38.7 
grammes of silver a tonne, put¬ 
ting it second only in Europe 
to the nearby Tara lead-zinc 
mine at Navan (wholly-owned 
by Outokumpu). 

Exploration continues and 
Mr David Hough, Ivemia’s 
managing director, suggests 
the final ore reserve could be 
well over 20m tonnes. He says 
that if all goes well with plan¬ 
ning applications and develop¬ 
ment work, a Lisheen mine 
might start up in mid-1996. 

"By the time we start pro¬ 
duction we will have spent 
USSlSOm,” says Mr Hough. 


Crop report 
sparks fall 
in US grain 
futures 

By Barbara Durr In Chicago 

A US Department of 
Agriculture crop report sent 
soyabean and wheat prices 
plunging yesterday morning at 
the Chicago Board of Trade. 
The report, released after the 
close of trading on Tuesday. 
cairi that farmers had planted 
far more soyabeans than the 
market expected and that 
wheat stocks were considera¬ 
bly higher than the Industry 
had estimated. 

CBoT soyabean traders 
rushed to knock more than 10 
cents a bushel off tbe July and 
August futures contracts. The 
July contract, the spot month, 
which closed on Tuesday at 
$6.00% a bushel, opened in the 
range of 8557 to $5.88 a busheL 
But the contract, like others in 
the more distant months, 
regained a few cents during 
morning trading. 

The USDA had reported that 
fkrmers planted 59m acres of 
soyabeans, about 15m acres 
more than the average indus¬ 
try estimate. Some of the extra 
acreage came from "double 
cropping”, as farmers 
replanted winter wheat fields 
with a summer crop of soya¬ 
beans. This followed a poor 
winter wheat crop In many 
parts of the midwest 
Wheat traders also nipped 5 
cents off prices at the opening 
of trading. The Tuesday close 
had been $3.49% a bushel and 
the opening range was $3.45 to 
$3,455. But as In the case of 
soyabeans, prices rebounded a 
bit by mid-morning to level the 
price loss to about 355 cents 
for the July contract, which 
hovered at $3.46 a busheL 
In contrast, maize futures 
gained a few cents on the 
USDA report which said that 
maize planting and stocks were 
below analysts’ estimates. 
Although some had thought 
maize might follow other 
grains lower, the July spot 
month rose 3 cents by mid- 
morning to $251% a busheL 
There was some speculation 
that soyabean and wheat 
prices could reverse direction 
if the USDA announced signifi¬ 
cant export credit sales to the 
former Soviet republics yester¬ 
day. But no news emerged by 
mid-day from Washington and 
Industry analysts said the 
credit announcements could be 
delayed by as much as several 
days. An allocation of $300m in 
credits is waiting to be used by 
the Russians and Ukrainians. 

However, Mr Daniel Basse, 
research director of AgRe- 
source in Chicago, said: "The 
markets could not care less 
about tbe purchases by the for¬ 
mer Soviet republics. It’s 
totally a weather market". 


British Gas in huge Kazakhstan deal 


By Neil Buddey In London 
and Haig Slmonlan hi Milan 

BRITISH GAS, the UK gas 
group, and Aglp, the oil subsid¬ 
iary of Italy’s state-owned ENI 
energy group, have won exclu¬ 
sive negotiating rights with the 
former Soviet republic of 
Kazakhstan to develop the 
huge Karachaganak oil and gas 
field. 

The field is among tbe big¬ 
gest in the world, containing 20 
trillion (million million) cubic 
feet of gas - four times the 
size of the UK’s largest gas 
field. 

Recoverable reserves of oil 
and condensate are estimated 
at 2bn barrels, equal in size to 


the Forties field in the North. 
Sea. The deal would doable 
British Gas’s worldwide 
reserves, and is also a big step 
la Agip's attempt to break into 
an international energy indus¬ 
try still dominated by major 
UK and US companies..- 

The two companies have 
been bidding for 18 months to 
develop the field, which is 
expected to produce into the 
second half of the next 
century. 

They beat a consortium of 
BP, the UK oil and gas pro¬ 
ducer, and Statoil ther Norwe¬ 
gian state oil company, as well 
as Initial competition from two 
big US companies, and hope' to 
sign a final agreement 


by summer' next year. 

According to the letter of 
intent signed in the Kazakh 
capital of Alma Ata yesterday, 
the two companies In a eo/w 
joint venture will invest more 
than S6bn in the project over 
the next decade. British Gas 
refused to release precise 
details of the deal, but said 
that the share of profits going 
to the Kazakh government 
would gradually increase over 
the life of the field, eventually 
tipping the balance in favour 
of the Kazakhs. 

The contract is initially for 
40 years, extendable by 
another 20 years, and is expec¬ 
ted to make a substa n tial con¬ 
tribution to Europe's gas 


requirements. Infrastructure 

already estate which could 
transport the gas Into western 
Europe, via the Soym pipeline, 
but British Gas said it had not 
ruled out the possibility of far¬ 
ther pipeline construction. 

Karacbaganak, discovered in 
U379 is already producing at a 
low level, but investment from 
the two western companies is 
expected to bring daily produc¬ 
tion up to 2bo ca ft of gas, and 
200,000 barrels of oiL 

This is the second significant 
deal involving Kazak h stan in 
less than two months. Chev¬ 
ron. the US oil company, 
recently reached agreement to 
develop the- giant Tengiz mi- 
field. 


Ghanaian cocoa on road to reform 

Julian Ozanne reports on plans to liberalise the internal market 


A fter years of cau¬ 
tious reform the Gha- 
. naian government is 
poised to take big steps 
towards privatisation of the 
cocoa trade and curbing the 
stranglehold of the powerful, 
inefficient and costly Ghana 
Cocoa Board. 

In the face of failing world 
prices for cocoa and marginal 
returns to Ghana's termers, it 
is increasingly recognised that 
considerable savings must be 
made in the financing and 
operating costs of the board, 
which should be passed on to 
smallholder producers in the 
form of better incentives if 
cocoa production is to be main - 
tained at its present leveL In a 
critical first step, privatisation 
of domestic marketing is due 
to be introduced for the 1992-93 
crop. 

The 1991-92 crop is estimated 
at about 240,000 tonnes, a 
decrease of 16 per cent from 
the 286,000 tonnes produced 
last year. Tbe tell in produc¬ 
tion resulted partly from 
adverse weather conditions but 
was exacerbated by farmers 
turning their attention to other 
crops. 

Last year the government 
decided to sell forward 80 per 
cent of the 1991-92 crop, 
thereby insulating itself from 
the drop in world prices. In the 
first four months of 1992 about 
75.000 tonnes of Ghanaian 
cocoa was delivered to the 
world market. While that 
amount was on target, main¬ 
taining deliveries presented 
more problems in May and 
June. 

According to the local repre¬ 
sentative of E-D.&F.Man, the 
London trade house, sales fry 
Ghana to date are no more that 
90,000 tonnes. This means that 
priced sales to the world mar¬ 
ket are probably no more than 
50,000 tonnes, he says, a histor¬ 
ically poor sales position in a 
depressed market that weak¬ 
ens the case for the board con¬ 


tinuing bo market the crop: 

He blames the depressed 
level of world cocoa prices - 
recently at 16-yeir lows"-- 
partly on the poor forward 
sales positions of Ghana and 
the Ivory Coast ■ 

The longer- the producers 
stay out of market, the safer 
the buyers feel, he explains, 
secure in the knowledge that 
sooner or later origins will 
have to sell and push the mar¬ 
ket down. 

In Ghana, the crucial contri¬ 
bution of cocoa to tax revenues 
and foreign exchange earnings 1 
and the powerful position of 
the board has made cocoa a 
highly charged political issue. 
Rigid price setting and market 
controls have dominated the 
trade. According to the World 
Ranir, inefficiencies in the mar¬ 
keting system and high levels 
of taxation have characterised 
the sector and resulted in low 
producer prices, disinvestment 
and declining yields and 
output 

Substantial devaluation com- 
bined with limited reforms 
over the past six years includ¬ 
ing the elimination of input 
subsidies, continuing divest¬ 
ment of plantations owned by 
the board, streamlining of 
operations and a reduction of 
at least 12,000 in the board's 
staff, have already had an 
impact on producer prices, 
which have risen from about 20 
per cent of the world market 
price in 1983 to about 51 per 
cent for this crop year. Produc¬ 
ers are still worse off, however; 
as the world price has fallen by 
two-thirds over that period. 

Much deeper reforms, are 
necessary to stimulate produc¬ 
tion by giving tenners a much 
higher percentage of the world 
market price. To do this the 
politically powerful vested 
interests in the cocoa -board 
have to be tackled and its func¬ 
tions considerably, reduced. 
With a staff of 42,000 and a 
budget that consumes a third 


of total cocoa export revenue, 
the board, with its monopoly 
on domestic trade and external 
mar keti n g, will have to be bro¬ 
ken If higher producer prices 
are going to be awarded to 
termers. 

Last December on termer’s 
day, Flight-Lt Jerry Rawlings, 
the country's ruler, announced 
that the government would 
introduce private competition 
in domestic cocoa marketing. 
Hopes are high that competi¬ 
tive internal buying will 
increase marketing efficiency 
and raise producer prices as 
buyers compete for cocoa. 

T he huge financing costs 
of the board, which at 
present purchases the 
entire crop, will also be 
reduced and spread among sev¬ 
eral private traders. The gov¬ 
ernment has already published 
regulations governing the 
entry of private operators into 
the cocoa market and Is due to 
approve .applications for 
licences within the next two to 
three months. 

The technical committee of 
the producer price review com¬ 
mittee has also made recom¬ 
mendations for the board’s 
prices for the 1992-93 crop to be 
paid both directly, to' the 
farmer and to private licensed 
buying agents. It recommends 
a 2.7 per cent increase in the 
minimum producer price from 
C251.000 (£380) to C258.000 a 
tonne and that “takeover 
prices”, at which the board will 
buy from the Ucensrtl agents at 
three -designated take-over 
points.. be set at between 
C307.000 to C319,000 a tonne, 
dependlng-on the point .of take¬ 
over and the origin of the 
cocoa. The difference between 
the producer price and the 
take-over price represents buy¬ 
ers’ operating costs, haulage 
costs and profit margins. 

The board will then have 
responsibility for subsequent 
storage, pre-shipment handling 


and final shipment. Several 
details of the new system have 
yet to be worked out but the 
World Bank is pressing the 
government to grant the 
licences on an annual auction 
system and only to license buy¬ 
ers who have the expertise to 
maintain Ghana's high export 
quality standards. The bank is 
o| cn arguing for private traders 
to be allowed to operate com¬ 
pletely freely with no report¬ 
ing, up-country inspection or 
control procedures exercised 
by the board. 

Supporters of the system 
argue that its greatest advan¬ 
tages will be in higher prices to 
fanners and considerable staff 
and financing savings by tbe 
board, which, under the new 
system, will only have to 
finance its proexport stock. 

Other measures like abolish¬ 
ing the government’s rote in 
the import and sale of fertiliser 
and agrochemicals for the 
cocoa sector will have to be 
taken to boost production fur¬ 
ther. According to Mr Jim Wil¬ 
son, manag in g director of Val¬ 
ley. Farms, the government will 
also need to consider overhaul¬ 
ing its system of extension ser¬ 
vices to boost average yields of 
250 kg an acre. Valley Farms, 
which bought two cocoa plan¬ 
tations from the board, plans 
to increase yields to as much 
as L5 tonnes an acre by using 
new techniques of vegetative 
regeneration, clonal seeding, 
hand pollination and new 
insecticides. Most of these 
techniques are available from 
the Cocoa Research Institute of 
Ghana but are not widely dis¬ 
seminated by the Cocoa Ser¬ 
vices Division of the board. 

Ultimately, emerging private 
sector players in the cocoa 
trade hope the government win 
also move to liberalise external 
marketing. Only If all these 
measures are taken, say cocoa 
experts, will Ghana begin to 
boost production to signifi¬ 
cantly higher levels. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

BASE METAL prices on the LME 
closed mixed as technical 
reactions against the recent 
uptrend hit some markets. 
Dealers said the continued 
absence of significant 
fundamental developments left 
many markets looking 
overbought, although buying 
support was eventually attracted 
by price dips. Three-month 
COPPER slid to a low of $2,400 
a tonne against a background 
of news that Poland's 
government hopes to avert a 
copper mine strike. But chart 
support and caution as Asarco 
labour talks are still taking place 
prevented a breach of this level. 
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WOOL 

The bettor Knlsh to the Australian selling 
season has gwen much needed 
encouragement to wool buyers. Soma 
believe 11 onaages latent demand which 
will emerge when (he new season starts on 
July 28 Early offerings will bo relatively 
lighter and prices might tend Arm to higher. 
The crossbred marker ts patchy, with no 
significant pointen from the final Now 
Zealand sale. In Bractord busmen remains 
very quiet end tap Quota turns have declined 
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COCOA - London FOX 


LONDON METAL KXCHAMUI 


returned to session peaks at 
midday after the largest labour 
organisation in South Africa 
threatened a general strike for 
August 3, sparking worries that 
mine production will be 
disrupted in South Africa, 
analysts said. London COCOA 
futures extended recent gains 
as origin sellers continued to 
stay away. A test of £600 a tonne 
is now expected for the 
September contract. New York 
raw SUGAR futures were lower 
in all months at midday as 
concerns over supply tightness 
continued to dissipate after 
Tuesday's expiration of the July 
contract. 

Compiled from Reuters 
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LONDON BULLION MAIOCBT 

(Prices supplied by N M Rothschild) 


New York 


Goto (troy or) 


GOLD 100 troy or.; Uiroy oz. 


I price 


E equivalent 


Ctoee Previous High/Low 



Ctose 

Previous 

HighfLow 

Apr 

842 

S3J9 

86X 84.0 


Close 34400-844.30 

Opening 343.30-34380 

Morning fix 34380 179.801 

Afternoon lix 34385 170.493 

□■y'S htgh 3448004480 

Day's tew 343.00343,30 


Turnover 96 192] tots at 20 tomes. 

LOCO Ldn Mean OaM Loading Ratos (Vs USS) 


1 month 

2 months 

3 months 

142 

388 

385 

6 months 335 

12 months 341 

SOYAMCAL - London FOX E/Wime 

Close Previous Hkjh/t-ow 

Sttvar tti 

pitray oz 

US cts equtv 

Aug 12180 12200 

Spot 

3 months 

6 months 

12 roonthe 

21185 

21789 

22246 

23286 

40485 

40880 

412.78 

«2280 

Turnover 0 (30)1 os ol 20 tonnes. 


FREIGHT — Laedne FOX 


Sia/lixtov point 



Close 

Previous 

Kgh/low 

Jul 

1005 

985 

1010 966 

Aug 

1025 

1005 

1025 1000 

Oct 

tiro 

1156 

1180 1145 

Jan 

1205 

1200 

1205 1100 

Oct 

1280 

1200 

1280 1296 

BFI 

1079 

1001 



[Prices supplied by Engelhard Metals) 


S price 


£ equivalent 


Turnover 399 (296) 


CRUM 

1 - London POX 

E/tonfte 

Wheel 

Ctoee 

Prmnoue 

High/1, ow 

Sap 

I112S 

11180 

11123 

Nov 

11450 

114.70 

11480 114*0 

Mar 

12D.B0 

120.05 

12080 

Barley 

Ctoee 

Prewtoue 

Kigb/Low 

Sep 

10950 

10950 

108 60 103 SO 

Nov 

112.80 

113.00 

11280 

Jan 

11580 

115.05 

11600 115 00 

Turnover. Wheat 105 (266) , Barley 26 (107). 
Turnover lots ca 100 Tonnes. 

Ml - 

London POX (Cosh Settlement) pffcg 


One 

Prerioue 

Hgft/Low 

Aug 

103.5 

1035 

mo 

Sep 

1044 


1035 


Turnovers (4) tola of 3.250 leg 



Krugerrand 

34350-34480 

17950-16080 

Maple leer 

354.00-303 00 

185.00-IBS 80 

New Sovereign 64.O0-flS.OO 

409044.40 

thaddd options 

AhnnMuai (90.7%) Carts 


Puts 

Strike price S wnnoJut 

Sep 

Jul 

Sep 

1250 

08 

110 

8 

15 

I960 

37 

96 

48 

so 

MfiO 

s 

21 

122 

113 

Capper (Qmde A) Calls 


Pub 

2390 

95 

105 

20 

40 

2450 

38 

56 

S3 

98 

2590 

11 

27 

135 

168 

Caffes 

Sec 

Nov 

Sep 

Nov 

600 

TOO 

130 

2 

« 

650 

57 

79 

8 

13 

700 

26 

47 

28 

31 

Canoe 

Sep 

Dee 

S«P 

Dae 

500 

61 


1 


525 

56 


3 


476 

98 

tt 

fl 

12 

ftenl Crude 

Aug 

Sep 

Aug 

Sep 

2050 

31 

80 

» 

m 

2100 

IT 

43 

46 


2150 

6 

17 

m 

112 


Jul 

344.3 

343.1 

o ■ 

.0 

Aug 

346.8 . 

344.4 ‘ 

345.8 

3448. 

Sep 

346.3 

0 

a 

0 

Oct 

347.4- 

3462 

347.8 

3468 

Oec 

340.3 

3«68 

3408 . 

3403 

Feb- 

3515 

360.3 

351.1 

3508 

Apr 

3338 

332.4. 

0 

0 

Jun 

3668 ' 

’ 364J 

3602 

355.0 

Aug 

3965 

357.1 

0 

a 

PLATMUM 50 troy os; Snroy «. 


Ctoae 

P/evtoue 

High/Low 


Jul 

3868 

3766 

387.0 

3800- 

Oct 

380.4 

382.1 

3808 

384.0 

Jan 

3888 

390.6 

3809 

382.0 

Apr 

386.0 

3806 

386 G 

3900 

SILVER 5800 tray ae eenta/tray oz. 

1 - 


. Ctoae 

Previous 

Klgh/Low 


Jul 

4028 

402.6 

404 0 

401.0 

Aug 

4048 

404.6 

0 

0 

Sep 

4058. 

4068 

407.0 

404JO 

Dec 

410.4 

4104 

4118 

4098 

Jon 

412.1 

412.1 

0 

0 

Mar 

4158 

4168 

4100 

4100 

May 

418.6 

418.5 

0 

0 

Jui 

4218 

421.0 

4218 

421.0 

Sep 

*255 

428.7 

*26.0 

*5.0 

Dee 

4315 

*315 

*31$ 

431.5 

HMH GRADE COPPER 26,000 lbs; centa/lbs 


Ctoee 

Previous 

Hfgn/Low 


Jut 

, 10950 

10050 

U0EO 

10880 

Aug 

100.69 

109 BO 

70070 

100.60 

S«P 

10986 

H»J0 

11030 

10886 

Oct 

109X9 

10089 

a 

0 

Nov 

1O0JD 

10016 

0 

0 . 

Dec 

10005 

100 06 

10025 

10686 . 

Jan 

10666 

10065- 

0 

0 

Feb 

. 108 . 1 $ 

10015 

0 

0 

Mar 

107.76 

107.75 

10785 

109.76 

Apr 

8a 

16750 

0 

0 

BUQAd WORLD *11' 112500 Ibc cents/lbs 


Close 

Previous 

High/Low 


on 

B.3C 

078 

072 

9.18 

Mar 

9.10 

055 

0.60 

9.12 -. 

May 

0.15 

047 

043 

016 

Jul 

9J0 

880 

086 

110 

Oa 

006 

985 

019 

9« 



Close 

Previous 

HJgtVLow 

Jut 

014 

909 

027 

016 l 

Sap 

009 

954 

078' 

. 961 • • 

Dec 

toll 

taaa 

1032 

' 1003 

Mar 

HHO 

W46 

1060 

■ ■■ .1047 

May 

1006 

1076 

1096 - 

■ 1067 

Jul 

1110 

1096 

JO 

-a- 

Sep 

1138 

1133 - 

1 VMS 

1146 ■■ 

Oec 

1178 

T173 

O. ■ 


Mar 

1211 

1213 

1230 - 

12NJ- 

May 

1230 

1288 * 

1240' 

1240 


COfWE ■*C'3780«t*; ceriti/Jbe 


,7 

Ctoae 

Previous 

HJgtVUm 


. Jul 

6786 

66.60 - 

5085 1 - 

56.50 

Sep. 

50.40 

5010. 

69J50 '. 


Dec - 

62.10- 

6000- ' 

62.10 

61.10 ‘ 

Mar 

64.76- 

0075 

6480 ' .. 

6070 

May 

ee.oo 

07.00 ■- 

6000- 

87X0 

Jut 

71X0 

7086 

.7073 

.70.75 


7385 

172X0 . 

0 


Deo 

nuo 

0 • . 

0 

O ' 



Ctoae 

Previous 

Klgh/Low 


■ .Jut’ 

180.0 

180.6 

1801 


; Aug 

1818 

1818 

181.6 

J ’iWis 

'-S«P 

1828 

1838 

1808 



1005 . 

1007 

189-6 



1906 

200.6 

1908 



1907 

201.5 

109.7 



202JJ 

2038 

202.0 

1000 

. May 

• 2048 

2002 

0 ' 

o>:-- 

■ .MAccwouun bu irtln; conto/ssib bushel 



Ctoee 

Previous 

High/Low 


Jut . 

232/4 

•248/2 

254/0 


■.Sep 

257/S 

2KV1 . 

2SBI4- 



2B2m 

288/4 

264/4 ' 



2SWD 

265/8 

.270/4 ;• 


May 

271/2 

268/0 

272/4 


Jul 

.278/2 . 

.27074'. . 

274/0 —268/0- - 

Sep 

282/6 

261/4 

263/0 - 


.Dec- 

.25872 

25070 

250/4 . 

'2s0n 


■ WHEAT. 5800-bu trim cems/60U>-<>ushoi 


COTTON SaOODroomWIM 


Ow* Ptevtoca HUgWLaw 

68-10 05.70 HS.9H 

Oct • 6387 04.01 . 6386 6X28 

Deo «L27 63.18 82.70 BL05 

Mar- - 8X45 600 8380 KLIQ 

May 6482 8485 6480 -. . Bln 

JW 8480 65. TO 60.02 6480 

Oct. 6413 6410 • ,0 g 

Deo 64. K) 6410 - 64 00 ' 64.00 



Ctoee 

•Prevtoue 

High/Low- 


JUt 

345/e . 

34074 



Sep 

348/2 

• 362/4 



Dec . 

368/8 

963/2 




301/2 

384/2 

362/e . 


May 

362/4 

333/4 

332/4 



.333 10 

332/0 

333/0 


Sep 

Dee- 

338 n 
343/4 

387/0 

347/0 

a 

343/4 

0. 

343/4 


LIYt CATTLE 40800 IbKcenta/lbs 


JWCH5800 to* cant ti£ 


CHue Prevtoue mgMLwT 


Sep 
Nov 
Jan. 
Mar 


«0W 

11680 

11410 

11290 

11280 


May -112.60 
jut .11240 


Sop 

New 


11240 

11240 


12785 

ns.ts 

1M85 

.11380 

11X40 

11386 

113.03 

11206 

11206 


12780 

119.00 

11480 

11200 

11200 

11235 

11230 

11280 

11220 


12583 
11780 
11230' 
-11280 . 
'11MB 
11280 
11250 
.11220 
11220 



Cloee 

Previous 

Htgh/Low 


Aug 

71025 

70426 

72.475 




72375 

72.800 

71.825 

Dec. 

70.825 

71.000 . 

71.050 

70.450 


70880 

7*200 

70300 

69.730 


,71.428 . 

rusg 

'71300 


Jun 

60050 

60.300 

69.350 

60000 

Aug 

68.000 

80025 

68.050 . 

60000 


UVE HOPS 40800.1b: centt/tts 


MB«C«S . 

- > •: 1 

| Minus (Base; September Jfl I 

- JW.1 * Jun30 

“ffh «0O YT 800 - 

1266.1 urn 

1594 M.'-. -.17404' 

; DOW JONES (Baoe: Dec. 311074 • 100T V.l 

Jbti.30 . OUZO 

-mmfi aoo yr-a(io : ^ 

Spot 1ia«3 11020 
Futures 13028 12046 

117.28 12086, 
118.88 -mix 



Ctoee- 

Pravtoua 

Hlph/Uw 


Jul . 

40025 

47.325 

40850 

46.350 

Aug 

44.075 

*4.700 

44,150 

4US0 

Oct 

38.750 

«MX» 

29.900 

30*50 


41.375 

<2JS>5 

41.060 

4iXS 

Jed 

42000 

44,136 . 

43 5S0 

*2.700 

■Apr , 

4Z25D 

40280 

40300 

41900 

-Jun r - 

47.300 

48JB5 

41000 

47.150 

Aug. 

44J75 , 

40400 

0 . 

44.650 

• P0 *** t BEUJBS 40,000 Iba: cents/lb . . 

- 

Ctoee 

Prevtaus 

H/gh/Low 



" Aug - -26/225 

Feb- -32723 
.Mor 38830 
■ \Mdy 32690 
. Jiff 38000 


20.176 ' 22360 
42725 39600 

42680 ■ 39800 . 

42750 . 30550 . 

40.750' 40.600 


29800 
27.450 
.32725 
32950 
38850 
38 BOO 

.- v 
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■ Number^ slim down to fit 
a smaller economy 
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MERSEYSIDE 


IThe four boroughs tha 
feel unfairly treated 

Page * 


Ten years of turmoil have leff;i : 
Merseyside struggling~^ . 
consensus. Good leaders have 
emerged and stability fs i|rmer A The 
conurbation has beeirslimming 
down to fit its new, smaller ; 
economy, says Ian Hamilton Fazey 


the past 


S IR DESMOND Pitcher, 
newly knighted in the 
Queen's Birthday Hon¬ 
ours, and chairman of Mersey¬ 
side Development Corporation, 
looked over the city of Liver¬ 
pool from his office, high in the 
headquarters of Littlewoods, 
where he is chief executive. 

“Merseyside has had to bear 
the consequences of its image,” = 
he said. “No one wants to 
know the school delinquent 
The problems were deeper and 
worse than in most places, but 
they were made even worse by 
a political poison pilL Fortu¬ 
nately, we don’t have to live 
with that so much now ” 

Sir Desmond is one of the 
people picking up the pieces 
after 10 years of turmoQ. They 
began with Liverpool's Toxteth 
riots in L9SL and - everyone 
hopes - ended last year, when 
Liverpool city council with¬ 
stood seven months of bitter 
strikes by left-wing town hall 
trade unions to prove the coun¬ 
cil runs the city. 

The years between saw what 
Mr Neil Klnnock called “the 
grotesque chaos” of Militant's 
domination of Liverpool in the 
mid-1980s; the abolition by the 
government of Merseyside 
county council, the only body 
ever to have held the place 
together; the disqualification 
from office of 47 Liverpool 
Labour councillors for finan¬ 
cial mismanagement; and the 
break-up of Merseyside's main 
party’ of local government - 


Labour - into.almost sectar- 
ian'left-wing factions. 

The means of g**Hng over 
this trauma are now to hand. 
Politically.. the ultra-left has 
. been marginalised. Moderation 
and consensus are-apparent. 

Substantial economic recon¬ 
struction has seen Merseyside 
shrink through migration. It 
had nearly 1.6m people when it 
was formed neaiiy 20 years ago 
but has closer to L4m:npw. 

At 17 per cent, unemploy¬ 
ment is had, biit depopulation 
means it . is not getting as bad 
as it has been. Although 
200.000 jobs have been lost 
since 1977, the bulk of the 
420,000 that now gris t are well- 
paid and largely filled by quali¬ 
fied, skilled or at least trained 
people. Professor Patrick Min- 
ford, the Liverpool University 
economist, says this the 
tax base and total local spend¬ 
ing power have not eroded. 

At the same time, there is 
plenty to boast about 
■Mersey Docks and Harbour 
Company, forgiven its debts by 
the government and freed from 
trade union power by the aboli¬ 
tion of. the National Dock 
Labour Scheme, has revived 
the port of Liverpool. 

■ Liverpool Freeport is the 
most successful in Britain and 
an important selling paint to 
potential inward investors. - 
They Ufa* the nash flow bene¬ 
fits of its VAT-free internal 
regime. 

■ Merseyside Development 


Thursday July 2 1992 


Corporation (MDC) has rescued 
the Mersey’s two waterfronts 
from dereliction, laying the 
basis for a tourist industry 
with 14,000 jobs that brought in 
29m viators last year.' 

■ Under the energetic Prof 
Peter Toyne, the elevation of 
Liverpool Polytechnic into 
John Moores University - 

• named after the founder of 
littlewoods - has created a 
more competitive academic 
environment for Liverpool Uni¬ 
versity. Merseyside is a good 
place to live; some of the tal¬ 
ented ‘ staff and students 
attracted will, as they always 
have, stick and stay. 
■Merseyside won two otthe li 
national prizes in the govern¬ 
ment’s City Challenge competi¬ 
tion. one on each side of the 
river, with millions of pounds 
of urban funding now wiping 
out dereliction in Liverpool 
and WirraL : 

■ The. July issue of North West 
Business-Insider, a magazine 
which chronicles corporate 
milestones in the region, lists 
.35 significant projects and 
developments currently under 
way in the Mersey docklands. 
■A promotional concert tour 
by the Royal Liverpool Philhar¬ 
monic Orchestra to the eastern 
seaboard of the US in February 
- paid for by the MDC and 
with a government minister in 
attendance - produced 1,000 

■When the 111 tall ships of the 
Columbus Grand Regatta fin¬ 
ish their race across Atlantic 
in the Mersey next month, 
scores of potential US investors 
will be there to see them, as 
well as to attend an operatic 
gala, compered by Sir Peter 
Ustinov, which the MDC is 
staging near the Albert Dock. 

In spite of all this, Sir Des¬ 
mond, who took the chair at 
MDC 14 months ago, has 
focused its growth on 10 main 
project areas, points to a prob¬ 
lem stemming from past con¬ 
flicts. 

"Merseyside is full of people 
with skill and talent,” he says. 
"But it has been like a com¬ 
pany whose directors are 
always arguing with each 
other." 

Urban regeneration else¬ 
where has demonstrated three 
main requirements. First, there 
have to be leaders; second, an 
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The new Merseyside’s latest view, from the Albert Dock, of Liverpool's famous Pierhead 

of vision with which Glasgow 
revitalised itself in the 1980s. 

The process is in its third 
year. Other communities have 
formed their partnerships in 
weeks. Merseyside's started 
after Baroness Chalker, then 
MP for Wallasey, was the mov¬ 
ing force behind a large meet¬ 
ing of all potential partners. 

Government support was 
through the Merseyside Task 
Force, which coordinates the 
work of various Whitehall 
departments in the area and 

t*. i —iiiimi mu controls the purse-strings for _ 

Professor Pater Toyne: most projects in need of public John Billlngton: frustra 

energetic funding. by slow speed 

Prof Graeme Davies became 

involved have to sink their dif- chairman of the putative part- has handson local govi 
Terences and work towards nership. His was the politically support from Mr Dav 
common goals; and, third, each neutral constituency of Liver- shaw, chief execut 
leader has to have a wider pool University, which he had Knowsley council, 
vision of the community than shaken out of years of inertia, if this dislocation o 
their own role in it as far as Its role in the Mersey- manship did not bode v 

Merseyside has always bad side community was con- ther did 10 months o: 
good leaders. The problem has cerned. tainty about the date 

been getting them to work But last year his talents saw general election. Labou 
together. It is as acute today as him plucked out by the govern- have abolished the M 
ever. Thus, it is proving very ment to run the Universities created a Merseyside 1 
difficult to form a Merseyside Funding Council Mr John Bil- ment Agency with pie 
partnership of local authori- lington. fourth-generation head tiary powers. Local po 
ties, government agencies and of Edward Billlngton & Sons, dragged their feet to s 
the private sector to set com- one of Britain's last three might happen, 
mon goals and develop the sort sugar merchants, took over. He Meanwhile, diplomat! 


(Photographs for this survey by Mike Arron) 


John Billlngton: frustrated 
by slow speed 

has hands-on local government 
support from Mr David Hen- 
shaw, chief executive of 
Knowsley council. 

If this dislocation of chair¬ 
manship did not bode well nei¬ 
ther did 10 months of uncer¬ 
tainty about the date of the 
general election. Labour would 
have abolished the MDC and 
created a Merseyside Develop¬ 
ment Agency with plenipoten¬ 
tiary powers. Local politicians 
dragged their feet to see what 
might happen. 

Meanwhile, diplomatic gaffes 


resulted in a failure to invite 
Liverpool Chamber of Com¬ 
merce - which has 1.300 mem¬ 
bers - to take part, as well as 
Wirral feeling it was being left 
in the cold. Both mistakes have 
been rectified, but many people 
seem incapable of forgetting 
them. 

Mr Harry Rinuner, the mod¬ 
erate Labour leader of Liver¬ 
pool city council, says he finds 
it all “depressing”. Wirral - 
which has 23 per cent of Mer¬ 
seyside's population against 
Liverpool’s 30 per cent - 
already has a successful part¬ 
nership, with powerful private 
sector participation from 
Candy, Unilever, Shell and 
Vauxhall 

It Is reluctant to risk public 
money on Merseyside and 
would rather go it alone, 
though It will probably support 
Mr Billington for form's sake. 

The most active private sec¬ 
tor input has to come from 
Boom - Business Opportuni¬ 
ties on Merseyside - an enthu¬ 
siastic promotional pressure 
group founded by Mr Geoffrey 
Piper, formerly Deloitte's 
regional senior partner - who 
also runs the north-west busi¬ 


ness leadership team. 

It has 120 influential corpi 
rate members paying £2,40 
each. “Boom will not win 
itself up if there is no prope 
vehicle we can hand over to, 
Mr Piper says emphatically. 

Mr Billington say’s: “I kno\ 
what's wanted but I am ver 
frustrated at the speed we ca 
do anything. Because of every 
one's diary commitments, i 
takes four weeks to arrange 
meeting that all five counc 
chief executives can attonc 
Pm used to getting on with it. 

He hopes to iiave a busines 
plan to put to a public mcetin 
of potential partners thi 
month, to recruit a chief execi 
tive in November and start u 
officially next April 

If he succeeds, most will se 
it as a triumph. As Prof Mil 
ford puts it: “John Billington i 
a very nice man who has mai 
aged to keep a lot or people i 
the same room for a long tittn 
That's a major achievement i 
this area. It's as difficult a 
doing it in Northern Ireland.” 

In the meantime. Mcrscysid 
will have to go on speaking fc 
itself. Unfortunately, its hi.- 
tory has a very loud voice. 



More and more Merseyside companies are announcing record profits 

— it must be something to do with the water. 
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MERSEYSIDE These days there's a real aura of success about Merseyside. Big name local organisations like Littlewoods, Vauxhall, Mersey Docks 

H & Harbour Company and Bardaycard are all reporting record profits or investing heavily in the area, and new businesses are 
opening their doors each day. 

. a rime of optimism and opportunity - the righr rime for your business to make a move towards Merseyside. Test the waters 

now For information on premises and development land in prime waterfront locations, along with expert advice on the best grants and finance 
options available, write today to Harvey Sunderland at Dept. A9, Merseyside Development Corporation, Royal Liver Building, Pier Head, 
Liverpool L3 1JH or dial 100 arid ask for 

FREEPHONE MERSEYSIDE DEVELOPMENT CORPORATION 



MERSEYSIDE 

DEVELOPMENT CORPORATION 
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Ian Hamilton Fazey reports on the changing structure 


Numbers slim down to fit a smaller economy 


IN DECEMBER 19H1 
Merseyside County Council 

made a detailed fort-cast of 
trends In the local economy, 
relating them to jobs. It was 

thought to be scaremongering. 

Merseyside had 819,000 jobs 
in 1977, but by 1981 the total 
was down to 560.000. The 
county council foresaw a range 
of possibilities for 1986 - the 
year it was to be abolished by 
the government - from a high 
of 541.000 to a low of 481.000. It 
hoped 10,000 jobs would come 
from inward investment and 
new initiatives to put the prob¬ 
able level at 500.000. 

In fact, the worst fears were 
realised. The 10 biggest sectors 
on Merseyside in 1990 
employed just over 400.000 peo¬ 
ple. The total of all sectors, 
about 20,000 higher, was an 
almost exact straight-line pro¬ 
jection of the “low" forecast. 

In half a generation, Mersey¬ 
side has lost about a third of 
its jobs, the bulk of them man¬ 
ual. The biggest employment 
sectors in the 1990s are largely 
service-based, requiring an 
educated or skilled workforce. 

Manufacturing. 202,000 
strong in 1977. has been more 
than halved in size in terms of 
jobs. In the modern - and 
almost full - environment of 
the new strategic asset of Wav- 
ertree Technology Park, 
unskilled manual labour is not 
required. The picture appears 
desperate for those displaced 
by Merseyside's comprehensive 
economic restructuring, but - 
paradoxically - it is not as 
bad as it looks. 

Unemployment rates explain 
why. The volume of jobs lost 
since 1977 should have given 
Merseyside a rate of nearly 40 
per cent by now. In fact, unem¬ 


Merseyside’s job structure 

Sector 

Numbers employed 
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14,000 







Source).' Dept et Employment & Merseyside Tourism Board 


ployment in May was 17 per 
cent, with 96.319 claiming ben¬ 
efit. 

This is actually fewer than 
the 98,610 of November 1988, 
when the UK economy was 
booming. But that was then 16 
per cent of the Merseyside 
workforce. Long-term and 
short-term, the figures can 
only mean one thing. 

Professor Patrick Minford. 
Liverpool University’s famous 
monetarist economist, 
explains: “Depopulation is 
proving the long-term solution. 
The sort of jobs tbat have been 
coming in have been non-man¬ 
ual. This is a good area for 
non-manual workers. It has 
good culture and nice housing 
stock. 

“Manual workers have been 
looking elsewhere; first they 
commute to work in other 
towns and cities and come 
back home at weekends, then 
they relocate altogether. The 
collapse of the private housing 
market in London and the 
south has helped because the 
rented sector there is now 
healthier and more affordable." 


While depopulation onght 
theoretically to damage the tax 
base and local spending power, 
this has not been the case 
because Merseyside's reshaped 
economic structure is increas¬ 
ingly skilled, professional and 
middle-class. There are fewer 
workers, but tbey are individu¬ 
ally better paid, pushing up 
overall earnings. 

Coupled with lower costs and 
housing compared with the 
south, this helps explain why 
Merseyside as a whole rarely 
looks like a place on its uppers. 
Most people lead an affluent, 
comfortable life, in spite of the 
inner city's struggle with 
decline. 

This applies not only to pro¬ 
fessionally qualified or 
white-collar workers. Mr Terry 
Greer is chief executive of 
Johnson Group Cleaners, 
founded in Liverpool in 1817 
and located in Bootle since 
1896. It is a highly successful, 
quoted company, with a thriv¬ 
ing international business in 
the US. 

Its cleaning and industrial 
clothing rental business in 


Bootle is also group headquar¬ 
ters. There are 360 employees 
on Merseyside out of Johnson's 
5.000 In the UK. Local business 

has grown dramatically, but 
not jobs. Output increases 
have come by training a highly 
flexible workforce with the 
skills to deliver increasing pro¬ 
ductivity - and be paid com- 
mensurately. 

Similar productivity 
improvements and staffing 
reductions have produced flexi¬ 
ble, mechanised, highly skilled 
and well-paid jobs in the docks 
and car factories. 

Meanwhile, white-coliar 
areas such as governmental, 
financial and professional ser¬ 
vices have grown because of 
Liverpool's low cost base. 
There Is usually a shortage of 
suitable staff Royal Insurance 
is a principal employer, while 
stockbrokers Charterhouse Til- 
ney and BWD Rensborg have 
strong local bases. 

Successful law Anns Include 
Weightman Rutherfords. Alsop 
Wilkinson. Lace Mawer; Mace 
& Jones, and the rapidly emer¬ 
gent Bermans, which also 
boasts busy offshoots In New 
York and Manchester and an 
associate office in Glasgow. 

Mr Ian Short of Bermans typ¬ 
ifies the upbeat mood: “There 
were 29 of us in Liverpool in 
1979. By 1986 we were up to 60 
and we have more than dou¬ 
bled that now. People talk of 
the need for incentives to 
attract investment but we have 
never needed to lever a grant 
out of anyone." 

Like many others, Bermans 
takes training seriously and 
supports the Merseyside train¬ 
ing and enterprise council 

The USM-quoted company, 
Rathbones. has been a Liver¬ 



pool business since before 1742, 
when its records show it was 
already a successful timber 
importer and merchant. For 
most of this century, it has 
offered personal financial and 
flind management services, an 
extension of an original family 
sideline through which its 


famous members fourid time 
for good works while safe¬ 
guarding the Rathbone for¬ 
tune. .. 

From about 10 people shortly 
after the war, there are nearer 
200 now, spread between 
offices in London and Liver¬ 
pool. 


According to Mr Sebastian 
Rathbone: “Merseyside is a 
jolly good place to run a busi¬ 
ness. The quality of people is 
high. They are not cheap, but 
they are priced competitively 
and very loyaL Many of our 
staff have been here more than 
15 years; it makes for a better 


atmosphere in the office and 

for reliability. r • 

“Our strength Is operating 
from a low cost area - to sell our 
services throughout the 

world." .. . . 

The sector which has come 
from nowhere, however, is 
tourism, once scoffed at by 
some Labour politicians as 
unlikely to produce “proper" 
jobs. Yet it now employs some 
14 000 on Merseyside, with oth¬ 
ers indirectly affected as sup¬ 
pliers of services to the sector. 

Merseyside had 29m visitors 
in 1990 - the last time tourism 
was measured comprehen¬ 
sively - compared with I9m in 
1935 Numbers of staying visi¬ 
tors - they spend between £40 
and £50 each compared with 
the £6 to £8 of day-trippers - 
nearly doubled to 3-5m. 

Revenues from tourism in 
1990 were £335m, compared 
with £223m in 1985. Last year, 
Merseyside's average hotel 
occupancy was 62 per cent, 
with a July high of 74 per cent. 
The overall annual figures for' 
Manchester and Cheshire were 
less than 54 per cent 
Mr Samir Rihani, chief exec¬ 
utive of Merseyside Tourism 
Board, says that 10 years ago 
tour companies used Liverpool 
as a cheap watering hole 
between Chester and the Lake 
District, paying as little as £15 
a night for hotel rooms. The 
trade rate is more than £40 
now, and the visitors are more 
likely to stay two nights to 
take in the Albert Dock and 
Beatles and other heritage 
attractions. 

“It’s all about bringing in 
money.” he says. “Money 
equates to new jobs." 

The new industry has also 
created a new type of skilled 
operator. When potential 
inward investors are shown 
round now, professional guides 
from the tourism board do the 
job, well equipped to accentu¬ 
ate the positive. In spite of 
unemployment, there seem 
plenty of plusses about. 


Future of scheme to dam Mersey is in the balance 

Decision day looms 


THE TIDE of opinion favouring 
a barrage across the river Mer¬ 
sey seems to have ebbed. It is 
not clear whether it will flood 
back in. 

Mooted 10 years ago, the bar¬ 
rage has been the subject of 
three ever more comprehensive 
studies since L987. 

It seemed that the barrage 
would be built when the £ 2 m 
Stage 1 pre-feasibility study - 
which was joint-funded by the 
Mersey Barrage Company and 
the then Department of Energy 
- reported at the end of 1988. 

The imminent privatisation 
of the electricity companies 
imposed a Non Fossil Fuel 
Obligation iNoffcn on supply 
companies which would, in 
time, be required to buy 20 per 
cent of their power from 
nuclear or renewable energy 
sources. 

The study envisaged a fixed 
barrage across the River Mer¬ 
sey between Liverpool and the 
Wirral. There would be 46 
sluices driving 28 turbines, pro¬ 
viding 7Q0MW of electricity. 


operating 12 hours daily. The 
barrage would provide half of 
Liverpool’s electricity require¬ 
ment during its expected 120 - 
year life. The cost would be 
£lbn. 

But two of the most serious 
objections were hydraulic and 
environmental: what effect will 
the barrage have on sedimenta¬ 
tion within and beyond the 
estuary and what are the con¬ 
sequences for the wildfowl 
which winter on the mudflats 
and sandbanks? These two 
issues were not fully resolved 
by stage 1 . 

Thus, stage 2 of the feasibil¬ 
ity studies was set in motion. 
Again, It was funded by the 
Mersey Barrage Company and 
the DE (at a cost of £L.3m). But 
by this time the government 
was beginning to have doubts, 
so it asked the MDC to launch 
further studies and ask specific 
questions. 

Fearing that it might have 
another Channel tunnel on its 
hands with costs escalating 
into the stratosphere, the gov¬ 
ernment wanted a guaranteed 


maximum price for the project. 
It asked for a detailed cost ben¬ 
efit analysis which would cost 
the non-energy benefits of the 
barrage. It also wanted a dia¬ 
logue with the shipping inter¬ 
ests to allay their fears about 
access to the Manchester Ship 
Canal, and to look closely at 
the size and times when locks 
could be open. 

Stage 3 studies were set up 
and this time funded by some 
of the MBC’s shareholders 
including Tarmac, Costain 
Civil Engineering, Northern 
Engineering Industries, and 
Trafalgar House. Stage 3 cost 
£3m and the report appeared in 
summer 1991. 

Mr James McCormack, gen¬ 
eral manager of the MBC. says: 
“We have answered all the gov¬ 
ernment’s questions. We have 
come up with a cost envelope 
which gives a guaranteed max¬ 
imum price of £lbn. Our 
detailed cost benefit analysis 
covers everything: environ¬ 
mental costs, congestion costs, 
tourism benefits and so on. 

“We estimate there could be 



WHO WE ARE 

'W 

The Knowsley Business Resource Centre 
is a one stop shop that has been set up 
by the Council to provide a range of 
services to businesses to help them to 
develop and expand In Knowsley. The 
Centre includes our own Business liaison 
and Estate Management teams, the 
Knowsley Enterprise Agency, the 
Knowsley Chamber of industry and 
commerce and other agencies. 

DO 


We provide a five star service to help relocating 

businesses by: 

• Finding property with our‘Pro perry Unit* service. 

- Maximising any potential financial assistance. 

■ ‘Fast Tracking' Planning and Building Regulation 
applications. 

* supplying economic intelligence to inform 
business decision making. 

- Helping to source potential suppliers and 
customers. 


HOW WE WORK 


we worn: in partnership with the private sector 
because... "tbm way forward he odkiovod 
whoa poo/tfm with a common goal work 
togo ibo r with t/otominoHon. “ 


For further Information contact: 

Brian Ham at the Knowsley 
Business Resource centre. 
Admin Road, Knowsley 
industrial Park North, 
Knowsley, Merseyside L33 7TX 

Tel: 051-548 3941 


a net economic benefit of 
£308m at 1991 prices. We have 
had prolonged talks with the 
shipping interests, and have 
done detailed environmental 
studies. The sedimentation 
could be resolved by dredging. 
Still, the government has not 
given us an answer." 

The MBC feels it must have 
a government response so that 
it can press ahead with stage 4 
which would be a full develop¬ 
mental study costing £16m. It 
also needs an answer so that a 
bill can be put through parlia¬ 
ment and, not least, so that 
finance can be raised. 

The government’s hesitation 
makes raising finance even far 
development studies more diffi 
cult. However, some critics are 
not sure the doubts have been 
stifled by the stage 3 report 
One businessman formerly 
connected with Manchester 
Ship Canal says: “It is non¬ 
sense to say that shipping 
would not be affected, when 
they would have to spend time 
passing through a lock in the 
barrage. 

“Ships already have to go 
through one lock to get into 
the canal at East ham and this 
already restricts the use they 
can make of the tide. I am not 
sure either whether the sedi¬ 
mentation is as easily resolved 
as the MBC thinks: one will 
not know until the barrage is 
built. 

“Also, the cost is too high, if 
it's jobs you want to create, 
there are better ways to spend 
£lbn in Liverpool. Finally 
there is the environmental 
argument At a time when 
there is an attempt to clean np 
the.Mersey, the barrage would 
be impounding dirty water." 

Another shipping business¬ 
man. who also does not want 
bis name revealed says: “The 
suggested line is close to where 
Shell's oil tankers unload at 
Tranmere: construction would 
interfere with that. Also, these 
tankers have to be unloaded at 
high tide, when there is 
enough depth of water for 
them when full. It would not 
be ideal to have oil being 
unloaded close to turbines 
going Ml blast." 

Mr McCormack says that the 
MBC is slowly gaining the con¬ 
fidence of the shipping inter¬ 
ests and waxes enthusiastic 
about the barrage. 

“Apart from the environmen¬ 
tal benefits, a Elba investment 
would give a terrific boost to 
Liverpool. There would be 4.000 
to 5,000 jobs in construction In 
building the barrage,” he says. 

He admits to a sense of frus¬ 
tration, however. "As the gov¬ 
ernment drags its feet, the 
backers start to look for other 
projects to build. People in the 
street start believing that the 
barrage will never take place. 
People here in this office begin 
to think their careers are going 
out on a limb. 

“We have asked the govern¬ 
ment to give us an answer, by 
the summer about stage 4." 

Given the government's 
doubts, whether the company 
will get one is debatable. 

Stewart Dalby 


Stewart Dalby on one of the dirtiest rivers in Europe 

The clean-up continues 


NOW THAT Europe stretches 
to the Urals, it may well be 
that more filthy rivers can be 
found, but the Mersey remains 
the UK's dirtiest 

Dr James Leeming, regional 
environment quality manager 
of the National Rivers Author¬ 
ity, says the Mersey basin con¬ 
tains 20 per cent of Britain's 
most polluted water courses. 

Dr Leeming estimates that 
one third of the total length of 
the basin's waterways are too 
polluted to support a large pop¬ 
ulation of fish; the water can 
be used for industry but not for 
drinking. Half as many are 
worse, supporting only, primi¬ 
tive life such as bloodworms. 

This sorry state arose 
because the Mersey basin's 
catchment area was one of the 
cradles of the industrial revolu¬ 
tion. For more than 100 years, 
all kinds of industries abased 
and misused the waterways. 

Moreover, the basin is huge, 
covering an area of 5,000 sq 
km. with 1,700 km of water¬ 
ways. It also contains 5m peo¬ 
ple and their domestic sewer¬ 
age has been and remains the 
worst problem. 

Sewers, pipes and other facil¬ 
ities were built long ago and 
are now overstretched. Storm 
overflows are inadequate, often 
dumping domestic effluent 
straight into the Mersey. 

The Mersey Basin Campaign 
- a nationally co-ordinated 
effort to clean things up is 
partly funded by the Depart¬ 
ment of the Environment and 
now Involves the National Riv¬ 
ers Authority. North West 
Water, the privatised author¬ 
ity, local authorities and pres¬ 
sure and interest groups. 

About £4bn will be spent by 
2010 in cleaning up and mak¬ 
ing onshore improvements. 

The standards, set in 1983, 
aim for 10 per cent dissolved 
oxygen In. the water, and the 
end of fouling of the foreshore. 
This means making the water 
fit. for drinking after advanced 
treatment Coarse fish such as 
roach and chub could live in it 
There are slightly different 
criteria for estuaries, because 
of the salt water, but the goal 
for the Mersey estuary is to 
achieve equivalent Improve¬ 
ments to the fresh water feed¬ 
ing it. 

Mr Peter Walton, head of the 
Mersey Campaign Unit, says: 
“Given the area's large popula¬ 
tion and industry, it is proba¬ 
bly unrealistic to expect that 
we can get the rivers up to a 
much higher standard.” 

It was only with the privati¬ 
sation of the public sector 
water utility into North West 
Water and the establishment of 
the National Rivers Authority 
as its regulatory body that the 
scale of the problem was folly 
realised, although the need for 
better rives' sewerage had long 
been understood. 

As recently as last year 
largely untreated sewage was 
being put into the lower river 
and the estuary right in the 
middle of Merseyside or along 
Us coasts. There were 26 out¬ 
falls on the Liverpool side and 
18 on the Cheshire and Wirral 


banks, many without even the 
basic screening provided by 
grids. 

Dr Leeming says: “The big¬ 
gest source of polluting matter 
today is from discharges under 
the control of North West 
Water. These contains both 
domestic and trade waste 
going through their sewers." 

North West Water is invest¬ 
ing heavily to remedy the situ¬ 
ation. At.Sandon Dock in 
Liverpool, a sewage treatment 
works should make a big dif¬ 
ference to Merseyside. This 
was opened last September dh 
a 20 -acre site in the port arid 
cost £50m to build. 

A fkirther 8160m is being 
spent on building interceptors 
to the outfalls. Six. outfalls 
have so far been linked to the 
Sandon Dock works. Mr Tony 
Hampson, general manager, 
estimates these now carry 
about 45 pec cent of all the 
discharges formerly emptying 
directly into the Mersey.. 

Mr John Meacher, San don's 
project manager, says the 
other outfalls should all be ; 
linked up by around 199& 
interim screening has -been 
introduced on the Wirral side 
and another plant is planned.' 

By the end of the decade 
there should therefore be pri¬ 
mary treatment for 'all-.dis¬ 
charges'into the Mersey^ 
Whether this will make the 
Mersey clean enough tor the 
European Commission, how¬ 
ever, is another matter. Last 
year,, the goalposts were 
moved. 

Anyone who visits Sandon 
Dock will see that water does 
not emerge crystal clear. The 
EC’s latest Urban Waste Wafer 
Treatment directive demands 
secondary measures to elimi¬ 
nate suspended colldds. small 
organic mixtures which do not 
: settle out during primary treat¬ 
ment . _ - 

On top of this, another. EC 
directive means that North 
West Water will not be able to 
deposit the sludge left; over 
tram the settlement process in 
the Irish Sea, as it has so tor. It 


will either, have to build incin¬ 
erators or use landfill to dis¬ 
pose of it, adding to costs. The 
company has already Leased a 
new 30-acre site adjacent to 
Sandon Dock. 

North West Water says it is. 
currently, investing £500ra a 
year, half this on water treat¬ 
ment and half on renewal' of 
assets, such as old iron pipes. 
The company will have to go 
on investing at least these 
amounts to the end of the 
decade. 

“Anyone who feels we are 
making excessive , profits now 
of raising our prices too-much 
ought to realise the size of the 


investment needed," the com¬ 
pany says. Charges went up 5 
percentage points above infla¬ 
tion this year. 

.' The National Rivers Author- 
Vity. however, is satisfied. 
“North West Water is making 
' all the investment needed to 
meet standards. We have some 
qualms about the time-scale. 
We wish they would speed 
their programme up- It could 
be 2000 before everything is in 
place." 

But at least by then people 
should be able, to bathe off 
Crosby beach without feeling 
they need disinfecting after¬ 
wards. 


Imperial Tobacco 
Limited 

Liverpool Division 

Founded in IBM by Thomas. Ogdezi. 
this well established pipe tobacco 
and snuff manufacturer, now pin 
of Imperil! Tobacco Lid, continue* 
to produce and seD * wide-range of 
traditional high (quality pipe, 
tobaccos and *nu6s throughout the 
UK and In export, markets, in over 
twenty different countries. 
Acomb£n«lioncf»ge-okJ expertise, 
pund on over Ihe mtuy. coupled 
with the Investment made in. the 
must modern production 
machinery has Brnily-established - 
the company as one of Europe's 
foxeuwotm the* product Odds. 



Enquiries to: R, L, Jones 
Imperial Tobacco Limited 

Liverpool Division, PO Box 78* 
Boundary- Lane, Liverpool IM IDT 






CHANNEL 

TUNNEL 


The Fort' of Liverpool Euro Raft Termfoal 
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WARFARE is not too strong a : 
word to describe what has 
been going-pn hi Liverpool pol¬ 
itics these \pastr 10 years. , : ~ ■' 
Hie good news is that the 
war probably passed its: turn¬ 
ing point on May. 7. 7 

The bad -news is that the 
resultant political stability is 
at best fragile. Yet confidence’, 
of every sort depends on it ./ . 

May.7 was localgovernment,. 
election day in England and 
Wales. In, Liverpool. 20 left-, 
wingers stood against official' 
Labour candidates. A year 
before, six had stood.and five 
had wqn - at a time when ! 
Liverpool city council' was 
e ng aged in a’ series of hitter 
strikes by town hall trade 
unions opposed to 3,000 redun¬ 
dancies needed .to . reduce over¬ 
staffing. r-“‘- " - 

This year's battle was a Pyr-_ 
rhic victory for-Labour rally 
one of the left-wingers was 
elected but enough, of them 
split Labour's vote to let the 
liberal Democrats through in 
seven seats.' With” a Labour net 
loss of. two seats,, the new cbun-' 
cil has 40 Labour members, 37 
Liberal Democrats, 18 left¬ 
wingers, two Conservatives, 
one Liberal arid one Social 
Democrat 

The centre - Labour.and 
Liberal Democrats can 
therefore control policy. Thus, 
the crucial question for the 
govemability of the city is: will 
the centre hold? There is no 
formal alliance and consensus 
is not easy. Labour leads and is 
opposed by the left. The .Lib¬ 
eral Democrats can decide, 
issue by'issue, whether or not 


- - — *'• j- - ■. 


The lorrg jyar against the left is over, says Ian Hamilton Fazey 

of the tide 


- - ■ 


to support Labourhave 
already carried outfora'damag- 
ing ^whogh $$. yqbvpranmittee 
level ' r \ 

To make mattes 
Labour, the party cur¬ 
rently ydthdrawn ' ^sr . fiye of 
its4Q niahbe^’otw tte^’refos- 
als-to ■ 

To; run the council^ jrnd be- 
allocated the majority of com¬ 
mittee and sub-doirmi^ttee, 
salts - the five have had to 
“sign up” with this Labour 
groups even they, : fece 

disripEnary action by the par¬ 
ty’s national executtw^ and 
possible egpulsiod-'A. of 

probafionar^'forgiveness of. 
.past political! sins ivow;.$eems 
likely . r - im '' J . ' . ■ ■ .. . 

This is essential for Labour. 
Next year is.' a blank in the 

local Government .’"eleption 

cycle, so there .wRi be ho 


of the remaining Ifr 
ere before ISM., 

While . uncertainty may 
therefore appear the.only cer-: 
tainty, there has nevertheless 
been a .decisive.shift of power 
from the left tp'!"the . centre. 
Moreover,' mahagenjent - led 
by Mr Peter Boiirufe,. ah' ahle 
council chief, executive who. 
earned his spurs in the- strikes 
- has. re-established contrtd 
over the council's workforce. 

In effect, Liverpool is govern¬ 



able again, after eight years of 
being run or at least manipu¬ 
lated by the left, mainly for the 
benefit of left-dominated town 
hall trade unions. - - 
To the government, opposi¬ 
tion parties, business leaders 
and many, ordinary people, Mr : 
Harry Rimmer, Labour's 
leader, is the. man who 
deserves most of the credit 
At 64 and plagued by sum-. 

' mar asthma, he is an unlik ely.' 
looking champion - a former 
.electrical maintenance fore¬ 
man and deputy leader of the 


a rice left and right in the party 
after Labour had won 67 of the 
council's 99 seats in 1988. 

Mr Rimmer realised early on 
there were too many left-wing 
fundamentalists in the group 
for Mr Coombes's balancing act 
to succeed. Two years ago, he 
built a base of support and 
ousted Mr Coombes. This split 
the Labour group, and support¬ 
ers of ;the left were later 
expelled by the national execu¬ 
tive. 

That, in turn, laid the 
ground for Mr Rimmer to 


“Sometimes, after a depressing day, i used to 
go home and wonder how I ever got Info this, 
but now there are far fewer days like that" 


abolished Merseyside county 
council, who was. persuaded 
back into local politics to help 
clean up the chaos left by Mili¬ 
tant's influence cm the Liver¬ 
pool party. 

He has several younger sup¬ 
porters now coming through. 
These, in time, may vie to suc¬ 
ceed him, but his has been the 
will to tackle Liverpool's most 
pressing political' problem: who 
runs the.dty? 

In Labour terms he Is a mod¬ 
erate. Moderation was, how¬ 
ever, the last thing he could 
afford. MrKeva Coombes. his 
predecessor, had tiled to bal¬ 


tackle the truculent and 
largely unmanageable town 
hall trade unio ns, several lead¬ 
ers of which were known Mili¬ 
tants or supporters of other 
left-wing groups. 

Battle had to be joined 
because the district auditor, 
the government’s watchdog on 
local government spending, 
had warned the council it was 
more than 10 per cent overstaf¬ 
fed and in danger of illegal 
overspending if it did not 
reduce its payroll. 

Even Mr Rimmer was unpre¬ 
pared for the bitterness of the 
battle as the council sought to 


impose compulsory redundan¬ 
cies. “I thought I knew how it 
was, but it was much more sin¬ 
ister," he says. “Managers and 
supervisors were intimidated 
and terrified of some of the 
shop stewards and their sup¬ 
porters." 

The council fought last 
year's strikes with government 
support Mr Michael Heseltine, 
then environment secretary, 
said any demonstration by the 
council of a will to manage was 
bound to improve business and 
investor confidence in Liver¬ 
pool. The City was briefed to 
ensure money market support 
if cash was needed. 

The strikes lasted seven 
months, but the redundancies 
eventually went through, in 
spite of crises and near-chaos 
caused by more than 12,000 
tonnes of rubbish piling up in 
the streets and the storming 
and occupation of council 
buildings by some strikers. 

“The strikes were ruthlessly 
conceived and we never expec¬ 
ted them to last so long,” Mr 
Rimm er says. “The key for us 
was ensuring Liverpool met its 
financial commitments - in 
spite of a strike in the Trea¬ 
sury - and so retained the 
confidence of the City.” 

He believes victory has dis¬ 
pelled doubts about govemabil¬ 
ity, in spite of the fragmented 


council. When the Labour 
Party determinedly stands 
against trade unions - and 
wins - in a place with Liver¬ 
pool’s tradition of worker soli¬ 
darity, it signifies a political 
sea change. 

Mr Rimmer’s personal and 
political courage is widely 
admired. "We had to show that 
elected councillors were in 
charge. What we did was 
right," he avers. “It's not just 
business leaders who tell me 
this, but ordinary people in the 
street 

"They stop me, perfect 
strangers, and shake my hand 
and wish us well Sometimes, 
after a depressing day. I used 
to go home and wonder how I 
ever got into this, but now I 
know we have such widespread 
support there are very many 
fewer days like that." 

Liverpool's financial stability 
has now been largely restored 
after the chaos caused by delib¬ 
erate overbudgeting in the Mil¬ 
itant era. Foreign banks, 
impressed by both Mr Rimmer 
and Mr Mike Storey, the Lib¬ 
eral Democrat leader, have 
even rescheduled some debt to 
give the city extra breathing 
space. 

Underlying problems of 
urban decline and regeneration 
are now being tackled with pri¬ 
vate sector and government 
support. The fragmented coun¬ 
cil may even be a blessing. It is 
forcing political consensus on 
the centre and marginalising 
extremists. Almost certainly, 
the Militant-driven confronta¬ 
tion of the mid-1980s cannot 
emerge again. 



Harry Rimmer. Labour's leader in Liverpool: the man who 
deserves most of the credit tor improved stability 


THE PORT, once a. byword for appalling 
industrial relations, and inefficiency is now 
one of Merseyside's success stories. 

Mr Trevor Furlong, manag in g director of 
the Mersey Docks and Harbour Company, 
says: "Let me give you a just a few figures. 
In 1980 we made £800.000 profits and 
employed 6,000 people, 3,000 of them dock¬ 
ers. Last year we made record profits of 
£13.2m and employed 1,500 people, 400 of 
them dockers."' 

Going further back, the contrast in the 
company’s fortunes is even more dramatic. 
In the early 1970s, the Dock Board - then 
a sheltered company - had to be rescued 
from the brink of bankruptcy by the gov¬ 
ernment after it defaulted on bonds. 

The implication of what Mr Furlong 
says is that the company has been able to 
make great gains in productivity because 
of the better industrial relations climate of 
the 1930s. Although staff numbers were 
reduced throughout most of that decade, 
the turning-point came with the govern-: 
meat's abolition of the National Dock 
Labour Scheme in 1989: This scheme bad 
allowed only voluntary staffing reduc¬ 
tions.. ' 


Stewart Palby reports on a transformation in docklands 

The port comes back from the dead 


Mr Furlong says: “It was not just being 
ahle to reduce the head count, although 
that, was important. It was also the 
improvement in working practices with 
flexible manning levels." 

The government has also helped by writ¬ 
ing off most of the company's remaining 
debts of around £100m, allowing it to start 
paying dividends a gain 

The company has made efforts to 
increase the volume of business. The port 
claims' it Is the most comprehensive in 
B ritain, Unlike other ports which have a 
specialisation, say. in containers. Liver¬ 
pool conducts almost the whole range of 
business. It has ro-ro facilities and is con¬ 
stantly expanding its container facilities. 
It trades'in cdt bulk liquids and grain- It 
competes with Rotterdam, as the largest 
trader in scrap, metal in western Europe. It 


is the largest UK port for trade with the 
eastern seaboard of the US. It is also the 
largest UK port trading with Ireland. 

Additionally, it is the home of Britain’s 
only successful freeport so far. The tree- 
port takes up 640 acres of the company’s 
2,000 acres of land on both sides of the 
Mersey. It is currently being expanded to 
include a further 120 acres of Birkenhead 
docks. Since the free zone was set up in 
1984, it has handled goods worth some 
£700m from 80 different countries. 

More than 100 companies use the free¬ 
port. The idea is that companies can ship 
goods free of import duties and VAT so 
long as they remain in the zone. Most of 
the companies using the freeport are 
involved in warehousing and storage, but 
a few have started manufacturing. The 
freeport is a profit centre in its own right 


Merseyside has also developed as a hub 
port for a number of Mediterranean ports. 
It takes on cargoes from the US and Africa 
and tranships them with frequent services 
to the Mediterranean. This counters the 
idea that geography is against Liverpool 
now that the thrust of British trade is with 
Europe and thus goes mainly through the 
east coast ports. 

In a difficult climate, overall turnover 
rose by 27 per cent in 1991 to £69.5m, 
against £54.8m in 1990. However, the 
increase in business is perhaps best seen 
in volume terms. Cargo volumes through 
the port of Liverpool rose in 1991 by more 
than L5m tonnes to 24.7m tonnes. Most 
trades increased over the previous year. In 
1987 the port handled 10m tonnes of cargo. 

Mr Furlong mentions two specific 
growth points for the future. PowerGen is 


spending £40m on ail environmentally sen¬ 
sitive bulk terminal at Gladstone Dock 
This will handle 5m tonnes of coal a year. 

The other is the dedicated frelghtliner 
terminal at the Royal Seaforth Container 
Te rminal. This means that Liverpool will 
be set to become the landbridge port for 
Irish trade with Europe, and for containers 
from North Atlantic deep sea shipping ser¬ 
vices. It is anticipated that this trade will 
initiall y be 60.000 container units once the 
Channel Tunnel opens. 

There are also plans to expand Irish 
trade to Europe by using the Humberside 
ports. 

Although the core business of the Mer¬ 
sey Docks group of companies is operating 
the Port of Liverpool and the Liverpool 
freeport. the group’s seven other compa¬ 
nies include a port management consul¬ 


tancy. a security service, a travel agency 
and property development partnerships. 

Around 10 per cent or 200 acres of the 
port's land is non-operatioual and avail¬ 
able for property development. The com¬ 
pany has successfully builr and mostly 
sold residential units at Waterloo Dock in 
conjunction with Barratts Homes. 

Recently, the company received plan¬ 
ning permission from the Merseyside 
Development Corporation to develop 1.5m 
sq ft of offices with P&O at Prince's Dock, 
a prime site next to Pier Head. 

All this should keep profits on a rising 
curve. This would be welcome. Although 
pre-tax profits were a record, the need to 
make provision fur tax for the first time 
meant that earnings per share showed a 
decline of 5 per cent from I7.9p to 17p. 

Relieved of its debts, however, the com¬ 
pany's shares have become worth trading 
again. The government still lias a 20 per 
cent shareholding from the days of the 
rescue, but is a passive investor. It has 
said it will sell its shares when the time is 
right, raising the question of whether the 
company might even become an attractive 
takeover target. 


Myth, LEGEND, MAJESTY and tradition 



AND THAT’S JUST THE LIVER BUILDINGS 



Long ago a fishing village nestling peacefully on the 
banks of the River Mersey was awarded the privilege of a 
Royal Charter. 

• King John hed spotted Liverpool's enormous potential. 

Ever since, this mighty city by the sea has taken on an 
almost legendary status, lx has been enthused about by 
poets, authors and composers. 

Enriched by merchants, entertainers and entrepreneurs. 

And admired by ell- . 

This legacy remains today. A visit to the majestic 
Liver Buildings will illustrate perfectly all Liverpool has to 


offer in the way of tradition. 

And when you consider our excellent communications 
network, skilled labour supply end superb quality of life it's 
hard to imagine a more rewarding piece in which to invest. 
Especially when the myth, legend, majesty and tradition 
come free. 

Discover the full advantages of locating in Liverpool- 
Contact Alan Cnape. Assistant Chief Executive on 051 225 2696 
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Wirral, Sefton, St Helens and Knowsley feel unfairly treated 


The ‘other’ Merseyside 


LIVERPOOL IS only 30 per 
cent of Merseyside. This is the 
city’s share of county-wide 
costs for such services as polic¬ 
ing and waste disposal Wirral 
with nearly a quarter of Mer¬ 
seyside's population, pays 23 
per cent, with Sefton. Knows- 
ley and St Helens sharing the 
rest. 

It is easy to see. therefore, 
why the four other Merseyside 
boroughs often feel uofairly 
sullied by Liverpool's prob¬ 
lems. They have nearly lm of 
Merseyside's 1.4m residents, 
yet Liverpool hogs the head¬ 
lines and gives them ail a bad 
name. 

Sensitivities show in postal 
addresses. Many in Wirral 
-including some prominent 
people responsible for promo¬ 
ting Merseyside - already 
describe themselves on their 
private note-paper as living in 
Cheshire, and more will do so 
soon when the government 
officially allows people to use 
ancient county names and 
boundaries In addresses. 

Sefton, comprising Bootle, 
Crosby, Formby and South- 
port, never uses the name of 
the Liverpool postal district In 
the addresses of council offices, 
even though it is an official 
part of many of them. 

For anyone writing to the 
council. “Bootle 20" will find 
most of offices, when the 
postcode should really be 
“L20”. Moreover, council head¬ 
quarters In Southport are offi¬ 
cially in the “PR", for Preston, 
postcode district, although 
many locals would rather be in 
Lancashire. 

A yearning for its old Lanca¬ 
shire roots is also apparent in 
St Helens, although the bor¬ 
ough escapes the Liverpool 
postcode stigma by being in 
the "WA", for Warrington, 
postal area. 

Pilkington. the world’s larg¬ 
est glassmaker, avoids the 
image problems of Liverpool 
by driving most of its visitors 
to St Helens from Warrington 
or Runcorn inter-city railway 
stations or Manchester airport, 
both routes being mainly green 
countryside all the way. 

Companies in Knowsley. 
which houses a third of Mer¬ 
seyside's manufacturing indus¬ 
try, can do similarly. Wirral is 
also easily and directly accessi¬ 
ble from Runcorn, Chester or 


Manchester airport. Even 
Liverpool’s working docks, are 
now entirely in Sefton: tho M57 
and MSS motorways enable 
access from the national net¬ 
work without crossing Liver¬ 
pool's boundary at all. 

'Hie problem for the four 
other Merseyside boroughs, 
however, is that although 
many of their residents would 
rather not live with Liverpool, 
they cannot live without the 
place, ft Is the regional capital, 
offering rich cultural and rec¬ 
reational diversity, and it is 
still an important centre for 
financial and professional ser¬ 
vices. 

Generally, they wish Liver¬ 
pool could stilL be looked up to 
so it could act as Merseyside's 


- Knowsley and St Helens 
because they are solidly in 
moderate Labour hands, and 
Sefton and Wirral because they 
have three-way hong councils 
where consensus has to be 
achieved. 

Wirral went through a period 
of left-wing Labour control, but 
the council's leader came 
unstuck when she led a cam¬ 
paign against paying the poll 
tax and was dumped by an 
angry electorate in the 1991 
local government elections. 
The Conservatives came 
within an ace of taking overall 
control this year and consen¬ 
sus politics now rule. 

Whether there will ever be a 
Merseyside consensus, how¬ 
ever, is another matter. Wirral, 


The problem for the other boroughs is that their 
residents do not want to be linked to Liverpool, 
but they cannot live without the place. It Is the 
regional capital, offering a rich culture 


leader without embarrassing 
anyone. No matter Liverpool's 
progress and present stability, 
people get fed up of having to 
explain Its past and present 
problems away, or its litter, or 
the structure of Merseyside, or 
tbat “it's a very nice place to 
live, really". 

More than 30,000 people from 
Wirral cross the river each day 
to work in Liverpool - 
approaching a fifth of the pen¬ 
insula's workforce. “Home" for 
many of them, however, is in 
the small Deeside towns of 
HeswalL Neston, Caldy, West 
Kirby and Hoylake, feeing the 
Welsh hills or Liverpool Bay. 

Many other “Liverpool" pro¬ 
fessional and white-collar 
workers live in Sefton, in the 
pleasant, middle-class Conser¬ 
vative constituencies of Crosby 
and Southport If they live In 
St Helens, ft will probably be 
in Rainford. 

None or the four outer Mer¬ 
seyside boroughs has a 
self-contained economy, 
although St Helens and Wirral 
probably come closest to not 
needing Liverpool. This, how¬ 
ever, has not stopped them all 
taking steps to avoid being 
blighted by the troubled image 
created by Liverpool in the 
1980s. 

Politically, they are all stable 


for example, is very wary of 
joint marketing to attract 
inward Investment, preferring 
to compete In its own right. 

“We have all the advantages 
of being an island without the 
disadvantages," Mr Alan 
White, the chief executive, 
points out. “We are midway 
between Liverpool and Chester 
and have more golf courses 
than any comparable bor¬ 
ough." 

The private sector - domi¬ 
nated by Vauxhall. Unilever 
and Shell - influences the 
council greatly and a partner¬ 
ship called the Wirral Invest¬ 
ment Network has been formed 
with Baroness Chalker of Wal¬ 
lasey as its president 

Wirral's private sector 
appears wary of doing much 
for Merseyside when this 
might detract from the obvious 
s elling points of Wirral’s prox¬ 
imity to Cheshire and sharing 
the same pleasant lode, of that 
shire county in most respects. 

When the council asked its 
partners what was its most 
important job, the answer was 
street cleaning, so as to foster 
a good image. Clean streets 
reinforce Wirral's generally 
pleasant appearance - a stark 
contrast to Liverpool, where no 
route out of the city does not 
pass through a depressing 


swathe of dereliction or 
run-down, urban tattiness. 

The customer-orientation 
implied by this response was 
not lost on Wirral councillors 
and their officers, who have 
made cleaner streets a priority. 
They also get business leaders 
to present Wirral’s case to 
potential investors. “We're 
paid to say the place is good, 
they’re not, and so are more 
likely to be beUeved," Mr 
White says. 

The borough is also working 
hard on Us European links to 
maximise the benefits of the 
single market. There are a high 
profile “EuroWlrral" cam¬ 
paigns at local level and in 
Brussels itself, again with the 
private sector to the fore. 

Knowsley, meanwhile, is also 
being pragmatic on industrial 
development The borough con¬ 
tains the infamous 1950s outer 
estate of Kirtby and has des¬ 
perate unemployment prob¬ 
lems. Mr Jim Height, the coun¬ 
cil leader, is a retired 
compositor from the Liverpool 
Echo. He puts the need for jobs 
first, and readily eased the 
arrival in Knowsley of News 
International's £ 200 m northern 
printing works, in spite of his 
own union's anger over Wap- 
ping. 

Local private sector confi¬ 
dence has manifested itself in 
other ways, such as IM1 York¬ 
shire Imperial Metals spending 
£l0m modernising its Knows¬ 
ley factory and BICC investing 
in new plant 

There was also a 49 par cent 
increase in VAT registration in 
Knowsley between 1979 and 
1989, the largest locally and 
well ahead of the IS per cent 
rise achieved by Merseyside as 
a whole. 

It is against this background 
that a Merseyside Partnership 
of all local authorities and the 
private sector is struggling for 
life. Wirral, the second biggest 
block in Merseyside's struc¬ 
ture, probably holds the key, 
hut it is difficult to find much 
enthusiasm there. 

What will probably happen is 
that Wirral will join, but will 
not put much effort in and 
very little money. The “other" 
Merseyside has its own song to 
sing and appears to be doing it 
rather welL 


Ian Hamilton Fazey 
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Our heart is in the 
right place 


Royal Insurance's commitment to Liverpool began nearly 
150 years ago. 

It remains as strong as ever today. 

As part of our continuing commitment to Merseyside, 
Royal Insurance supports the long term prosperity of the 
area, not only financially but also through the active 
involvement and skills of our people in the community. 



Royal Insurance 


Still at the heart of Merseyside 

Royal Insurance, New Hall Place, Old Hall Street, Liverpool L69 3EN 


Doubts about strategy may be confounded, says Stewart Palby 


Investment picks up 


WHEN Mr Chris Farrow 
became the uew chief execu¬ 
tive of the Merseyside Develop¬ 
ment Corporation (MDC) late 

Last year, be might well have 
felt he was jumping out of the 
frying pan into the fire. 

He came from London Dock¬ 
lands Development Corpora¬ 
tion, which was set up at the 
same time as its Merseyside 
counterpart in 1981. The well- 
publicised problems of Olym¬ 
pia & York in finding tenants 
for London's Canary Wharf 
have underlined the dangers of 
putting the cart of speculative 
office building before the 
horse of proper access and 
Infrastructure. 

But while many parts of 
Docklands have attracted pri¬ 
vate sector investment, Mer¬ 
seyside Development Corpora¬ 
tion by contrast has failed, so 
Ear, to awia«M significant simi¬ 
lar interest. By 1990, nine 
years into its supposed life of a 
decade, the MDC had spent 
£180m of public money bat 
had generated only £43.5m of 
private sector investment. 

The efforts of the corpora¬ 
tion had been accompanied 
throughout most of the 1980s 
by a chorus of criticism that 
the Merseyside waterfront 
would never become finan¬ 
cially viable because the cor¬ 
poration had adopted a mis¬ 
guided strategy. 

It had spent a great deal of 
its funds on reclaiming and 
gentrifying the Albert Dock as 
a tourist complex. But 
although 5m visit the Albert 
Dock each year it does not pro¬ 
vide a great number of jobs. 

Critics argued that the cor 
poration should have devel¬ 
oped industrial and office sites 
which would have attracted 
small high technology compa¬ 
nies and other manufacturing 
concerns. These would have 
provided jobs for the main cat¬ 
egory of nnonployed - mafo 
manual workers. 

The debate about strategy 
came to a head with the resig¬ 
nation from the board of the 
MDC In 1989 or Professor Pat¬ 
rick Mlnford. the monetarist 
economist, over the MDC’s 
rejection of a project for a 
power station and deep water 


jetty at Birkenhead, across the 
Mersey from Liverpool, at a 
cost of 2350m and offering the 
prospect of 1,000 manual jobs. 

The scheme, which would 
also have involved the Mersey 
Docks and Harbour Company, 
was the kind of investment 
Merseyside needed. Prof Mm- 
ford argued, providing a 
growth point to mop up some 
of the unemployed- He'Con¬ 
tended that 60,000 unemployed 
men were not about fb join the 
tourist industry as waiters and 
barmen. 

The MDC rejected ffte proj¬ 
ect because It conflicted' with 
the upmarket image It was try¬ 
ing to develop for the water? 
front on both sides of the Mer¬ 
sey. In-this, the MDC ahjo had 
an argument, for since that 
low point its record has 
improved. ■ 

Private sector investment Is 
now put at £250m . - just 
slightly more than the cumula¬ 
tive total of government 
expenditure. Although much, 
of this is accounted, tbrby 
investment in residential prop¬ 
erty, the MDC has also secured 
its first big office relocations: 
Customs and. Excise Is build¬ 
ing an office Mock to accom¬ 
modate 2,000 staff eventually, 
ami the Inlaid Revenue is also 
moving-into the MDC area 
with several hundred jobs'! In 
addition, the site of the 1984 
International Garden Festival 
site has been reopened again, 
and looks like flourishing as a 
leisure, centre. 

For all these reasons, Mr 
Farrow does not feel he faces a 
hopeless task and says that 
there is definite, committed 
investment in the pipeline. “It 
is true that the levels of 
attainment were not very good 
in the 1980s, bat my predeces¬ 
sors did not stand a chance. 
The political climate was hos¬ 
tile to any kind of invest¬ 
ment," he says. 

Mr Farrow adds that all the 
councils on Merseyside and 
not just Liverpool realise that 
something must be done to 
give the area a boost “AO the 
councils and the private sector 
are now pointing in the right 
direction.” A recent visit to 
the eastern seaboard in the US 


with industrialists and the 
Royal Liverpool Philharmonic 
created great Interest, he says. 

The t urning point came in 
1988,. Mr Farrow believes. 
"The government had a chance 
to close the development cor¬ 
poration down then. Instead, it 
increased the corporation's 
area from 800 to 2,400 acres. 
This was a sure sign it was 
going .to keep the corporation 
going beyond the original 10 
years. We now have a new 
chairman In Sir Desmond 
Pitcher, the chief executive of 
LUOewoods, and a new man¬ 
agement team," he says. 

T.ikg other development cor¬ 
porations, the MDC owns some 
ifliuj unit has planning powers 
over all Its area. Besides the 


Jobs.in the corporation’s 
area could almost 
double from a current 
. 35,000 to 60,000 


Liverpoolwaterfront, the cor¬ 
poration's area rovers Birken¬ 
head across the Mersey and 
parts of New Brighton, the 
seaside resort on the Wirral 
peninsula. 

Mr Farrow says there are 
1,000 acres which could be 
developed. “Merseyside is not 
going -to attract a company 
such as Toyota or Honda, 
capable of employing thou¬ 
sands because there is not the 
room in the corporation’s area. 
But there will be 10- and 15- 
acre sites where smaller busi¬ 
nesses could come." 

The keys - to - attracting 
investment are the strategic 
wate rfro nt sites close to the 
Albert Dock and Pier Head, 
places like Prince's Dock, 
Queen’s Dock and George's 
Dock. “There , is room for 3m 
sq ft of development on these 
prime sites. There will be 
office development and also 
what Mersejnride Is proving 
itself very good at - tourism 
and leisure foriHties." 

. Mr Farrow envisages that 
the number of jobs within the 
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DRURY HOUSE 
19 WATER STREET 
LIVERPOOL L2 0RL 




J W ERPQQL today is a lively, thriving city, a city 
- ; of culture, spirit, vitality, a city to be proud o£ 
A city K> invest the future of your company in. 
.Companies like Bardaycard, Avon Insurance and 
the Customs & Excise. In fact companies from all 
over tbe country have seen the benefits relocating 
bn Liverpool has to offers good commun ica ti o ns, ■ 
favourable, wage cents, willing skilled workforce, 
space to develop and grow. . 

And when jfou're looking to relocate - call the 
people who know LiverpooL-Oty Estates have the 
largest collection of development opportunities in 
. the Chy. Everything ranging from a major City 
.Centre Commercial Waterfront Site to Aileron 
Mansion House, a grade n listed building in a golf 
course arid paridand setting. 

If you’re looking to die future, 
caB'fotn AfiQerorDavid A^ar on . 

051-225 2525 

today,to findoutwhatGity Estates 
• and Liverpool can da for you...... 


- CITY ESTATES 
TGngswajr House, Hatton Garden, 
. Liverpool L692DJ ' - : 



City Challenge has been created to revitalise Liverpool City Centre 
East, attract Investment and Improve the quality of Me For those who work r 
and live in the ar*a~ 

We aim to do this by improving and renovating the whole of the 
project area, by helping local busfnestes to prosper and helping new - 
businesses to start up. thus creating an inner city to be proud of and opening. V 
up exciting opportunities'for employment and training for local people..-. 

With your co-operation -Cfty. Challenge can be a major success.. ' 

V E G O T T HE, coven NM ENT F.l N AtsTC-I . ? 
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corporation’s area could 
almost double from a current 
35,000 to 60,000* with many of 
these jobs coming from the 
service industries. “Liverpool 
is very competitive i n term s of 
wages and property costs. 

It is now where Glasgow 
was In 1880. The political cli¬ 
mate is Improved and there 
are lots of cultural attractions 
which are not known about. 
Liverpool has more listed 
buildings than Bath,” he says. 

Mr Farrow does not .put a 
time scale on when the invest¬ 
ment will arrive but believes 
the sites will be developed in 
tiie 1990s despite the continu¬ 
ing recession. 

He is supported in his view 
by Mr Trevor Furlong, the 
managing director of the Mer¬ 
sey Docks and Harbour Com¬ 
pany. His company, which 
owns . Prince's Dock,_ has 
received planning permission 
from the corporation to 
develop 1.5m sq ft of offices 
there in conjunction with 
P&O. “We are not building 
speculatively. We are only 
going to build for pre-lets. But 
I feel confident there will be. 
the demand for these offices," 
Mr Furlong says. 

Originally a critic of the cor¬ 
poration for concentrating on 
what he calls “cosmetics", Mr 
Furlong now feels that small 
companies In services and 
even manufac turing will want 
to come to Merseyside. He 
believes it will take about five 
years for Prince’s Dock to be 
built and let or sold. 

Even Prof Mlnford has 
changed his mind somewhat 
He feels that the male manual 
workers which concerned him 
three years ago are now 
exporting themselves to work 
as far afield as Warrington 
and Wldnes and even London, 
while Liverpool is beginning 
to pick itself np through the 
growth in service industries. 

He worries that Merseyside 
will lag behind as the UK 
recovers from recession, but 
says the underlying economic 
situation in Merseyside is 
looking better than it was. 
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Equities return to pre-election levels 


Govammenl Sees 


FINANCIAL TIMES STOCK INDICES 


Since Compilation 


By.Terry Byland, 

UK Stock Market Editor . 

V THE DEADLY cocktail . of 
economic gloom and corporate 
financing and profit worrtea- 
drove the stock market down 
' .• below the FT-SE 2,500 mark 
yesterday for the first .time 
since the re-election of the UK 
Conservative government tn. 
April The setback was aceom- 
' partied by a heavy sell-off in 
the stock index futures sector. 
At the day’s low point, the." 
Footsie was 33 points off and 
heading for thetjiggest one-day 
loss of the year; hut a late rally 
trimmed the fell' to 27.3 for a 
* - final reading: of2,493.9- 

Weakness - in share prices 
was counter-balanced by 
.,1 strength in UK. government 
bonds, prompting suggestions 


Glaxo 
hit by 
ADR fall 

A POOR performance in the 
US for Glaxo on Tuesday 
ensured that the shares would 
follow suit in London yester¬ 
day. The pharmaceuticals 
group was further affected by 
bearish news on the pricing of 
' drugs in Europe. Glaxo fell 21 
to -658p. : its lowest level since 
last August, on heavy turnover 
of 5.6m. 

Shares dealt in the form of 
American Depositary Receipts 
(ADRs) had fallen by a dollar 
~ in New York to $25 Vr. The 
ADRs tested an eight-month 
law following a recent profits 
downgrading and one dealer 
said the percentage of Glaxo 
stock held in ADR form had 
now dropped below 27 per cent 
Later, marketmakers focused 
- on news that German health 
care reforms would force com¬ 
panies such as Glaxo and 
&nitfiKiine Beecham, which 
dipped 11 to 882p, to reduce 
t drug prices. 

The second stage of a price 
referencing process went into 
1 effect yesterday in Germany, 
and the move will affect the 
R2-antagonlsts class of drugs 
which include Glaxo’s headline 
product Zantac and Smith- 
Kline’s Tagamet. However, the 
probability of a price-cutting 
drive was acknowledged some 
time ago by most pharmaceuti¬ 
cals analysts- . .. 

Granada sparkles 

Sparkling interim results 
from Granada Gronp sent the 
shares ahead 13 to 257p, mak¬ 
ing it the best performing 
stock in the FT-SE 100 index 
yesterday. 

The leisure group’s 49 per 
cent rise in profits, to £572m, 
was attributed to extensive 
cost-cutting rather than a gen¬ 
uine upturn in business. Ana¬ 
lysts predicted more savings in 
the second half and promptly 
upgraded their forecasts to a 
range from £U2m to £U8m for 
this year, and £l35m to £140m 
for 1993. Hoare Govett, the 
company's broker, moved from 
its undervalued stance to buy, 
although County NatWest 
advised clients to take profits. 

Pressure on Forte continued 
as rumours of a rights issue 


that a large Institution might 
be switching from equities Into 
gilts, by "way of the 1 index, 
futures sector,;, v.- 

A leading US securities 
house was a heavy seller of the 
September futures contract on 
~ the FT-® Index, and returned 
aggressively in .tbj? .afternoon 
after news of aifall iathe latest 
US . Rational Association, o£ 
Purchasing. Management 
Index. But at -least' two TJK 
securities; houses were. also 
: heavy senhrs 'in the futures 
•market/.'/-. 1 . •; 

Activity in; .futures /also 
appeared to be related-to. a 
laigeselHngprograzmnemthe 
blue chip equities Which .was 
completed at mid-session, hot. 
not printed until the end of the 
day. ■ .*•/•,;/:. ;;•/ -/ 

Adding to the .market's ner- 


circulated but were firmly 
denied by the hotel group. 
Behind the market talk was 
the continued uncertainty sur- - 
rounding. Forte’s prolonged- 
proposed disposal of its cater¬ 
ing division, inckiding Gardner 
Merchant, to Compass Group; 
and ARA Holdings, of the US. 

Sourcesclpse tothetalkssay 
the complex negotiations are 
proceeding, blit the £S5Qm sale 
price originally mentioned is 
now looking Increasingly opti¬ 
mistic. Whispers In the market 
also suggest some of Gardner 
Merchant’s largest customers 
are unhappy with the proposed 
buyers taking over their con¬ 
tracts, With one said :to have 
cancelled its agreement 

However, traders' point to 
other considerations, namely 
the continued weakness in the 
UK hotel market The shares, 
down' to 187p at one stage, 
finished a net 6 off at. 193p, 
the lowest closing level since 
December 1987. ■ , 

The market registered, its 
pleasure with GEO’S prelimi-. 
nary, figures by hoisting the 
shares, to 240p; they finally set¬ 
tled at 233p for a net gain of 8. 
Turnover expanded to 16m. - 

Mr Janies Ross, electronics 
spec ialis t at Hoare Govett, 
described GEC as “underval¬ 
ued" and said he saw plenty of 
scope for outperformance by 
the shares. 

The expiry of the Jane petro¬ 
leum products contract on the 
International Petroleum 
Exchange saw crude oil prices 
under heavy pressure and trig¬ 
gered another slide in oil 
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vousness were the pressures 
imposed by prospects for the 
clutch of new share issues now 
pending. Traders waited anx¬ 
iously for news on The Tele¬ 
graph issue, which was not 
known in market hours, and 
among retailers there were 
uncertainties over the planned 
re-financing of Isosceles and 
over the pricing for MFL the 
furniture group, which is 
expected today. Investors also 


shares. The biggest casualty 
was Lasmo, which dropped 13 
to I67p, its lowest since Decem¬ 
ber 1987. The stock bad been 
chased higher on stories that a 
hid was in the offing. 

Big turnover in BP saw 23m 
shares changing hands, much 
of which was said to have fol¬ 
lowed a switchrecommenda¬ 
tion, apparently by one of the 
influential London investment 
houses, out of Shell, 5% down 
at 499'/ip. BP moved up 5 V* to 
209p. 

The exceptional defensive 
qualities of the utilities areas 
of the market were said to 
have attracted the attentions 
of at least one of the UK’s big¬ 
gest institutions and led to 
sharp gains among the stocks. 

Worries about the debt refi¬ 
nancing of Isosceles, which 
owns the Gateway supermar¬ 
kets group, led to another bout 
of s elling pressure in Standard 
Chartered and S.G. Warburg. 
Rumours that Isosceles had 
encountered r efinan cing prob¬ 
lems have been circulating in 
the stock market for at least 
two weeks and triggered a 
sharp decline- in Warburg and . 
Standard Chartered shares in 
the middle of last week. 

Fears of dividend cuts and 
the slide in the UK equity mar¬ 
ket and its damaging effect on 
the composite insurers' sol¬ 
vency margins brought pres¬ 
sure to bear on the sector. Sun 
AIlianrA lost 14 to 275p and 
Royal, a prime dividend cut 
candidate, according to deal¬ 
ers, declined 6 tp 222 p. 

Dealing began in British Bio- 


have to deliver today their 
cheques for the £1.9bn second 
payment on BT shares. 

The continued flow of profit 
downgradings of major British 
companies by brokerage 
houses completed the woe of 
the investment community. 
However, trading volume was 
not excessive. Seaq deals 
increased from Tuesday's 
458.5m shares to 495.1m yester- 
day:“not particularly heavy for 
a day on which the Footsie fell 
so heavily and the background 
was so bleak," commented one 
loading dealer. 

Dealers stressed that equity 
trading was still affected by 
technical factors as the market 
moved yesterday into the first 
day of dealing for the third 
quarter of the year. Daily 
totals of customer or retail 


A All '-Share index. 

*■ —;— ■ ■ 

.• <, -- 

v ' \-. -1992 ! : , 

•Trifop&f' by v^uo^.bhirttort) ' • 




i turnover ..’ 


±**2^ * 
I . . . H 


;> ^ / v 

technology, the first biotech- 
nology company to be listed on 
the London Stock Exchange. 
The shares opened at 425p and 
closed 25 up at 450p. 

Electrical goods manufac¬ 
turer Kenwood made a more 
than satisfactory stock market 
debut. The shares, offered at 
285p, traded at a 5p premium 
during early dealing and even¬ 
tually settled at a 2p premium, 
in spite of the heavy sell-off in 
the equity market 

Aegis, the holding com pany 
for the world's largest group of 
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business in equities, which are 
regarded as the most signifi¬ 
cant guide to investment activ¬ 
ity, have remained relatively 
low this week. Tuesday’s cus¬ 
tomer business was worth only 
£839.9m, below the £lbn figure 
seen as the sign of a healthily 
profitable market from the 
viewpoint of the big securities 
houses. 

Some market analysts were 
sceptical of yesterday’s set¬ 
back, which implied that fund 
managers were over-pessimis¬ 
tic and assuming that the Foot¬ 
sie would struggle to hold 2,600 
at the year-end. Equity strate¬ 
gists preferred to emphasise 
that such a view would over¬ 
look the likelihood of some 
recovery in company profits in 
the third and fourth quarters 
of this year. 


media buying and planning 
specialists, fell 10 to 79p as 
agency broker James Capel 
lowered its profits forecasts for 
the group. 

Capel cut Its 1992 estimate 
by £20m, to £29m. and the 1993 
figure by £14m, to £46m. The 
broker said a greater than 
expected exceptional charge 
and a “dire performance in 
France" had prompted the 
review. 

Marketing group WPP held 
firm at 50p after announcing 
that it had agreed to swap 
some 25 per cent of the debt 
provided by its banking syndi¬ 
cate for new convertible pre¬ 
ferred shares. S.G. Warburg 
upgraded its recommendation 
on the ordinary and convert¬ 
ible shares to a buy. 

A view that worries about 
the effect of Germany’s with¬ 
drawal from the European 
Fighter Aircraft (EFA) project 
had been overdone helped Brit¬ 
ish Aerospace, one of the main 
UK contractors on the project 
The shares bounced 4 to 249p 
on light turnover of 1.5m. An 
analyst said: “The news on 
EFA was already discounted in 
the price." 

The fall in BM Group contin¬ 
ued unabated. The shares lost 
28 to 85p on turnover of 5.6m 
as financial worries continued 
to dog the company. 

MARKET REPORTERS: 

Steve Thompson, Joel Klbazo, 
CoHn Mlllham. 

■ Other market statistics, 
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Fixed Interest 


Ordinary Share* 


FT-SE 100 Stun 


FT-SE Eurotradc 200 1161 24 1169.77 1173.91 1179.25 1108 66 1143.96 


• Old. Dlv. Yield 4.79 4.72 4 72 4.69 

• Earning Yld %(full) 7.01 6.« 6.92 6.87 

•P/E Ratio(N9tl('^) 17 90 18.12 16.14 18.3i 

SEAQ Bargns 5.00pm 20.S70 £0044 19.526 28.51 

Equity Tumover(Em)t - B39.B 703.8 1230. 

Equity Bargalnst - 23.044 21.690 31.54 

Shares Traded (milt - 378.5 329.1 565.1 

Ordinary Share Index, Hourly changes Day's High 13461 
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Oay's Low 1912.1 


FT-SE 100, Hourly changes 


Day's High 2529.4 Day's Low 2488.1 


12 pm 1 pm 
2503.2 2502.0 


FT-SE Euro track 200, Hourly changes Day's High 1169.69 


Day's Low 1160.83 


10.30 am 
1167.10 


Gilt Edged 

Bargains _ 88.5 62.9 

5 - Day average 92.2 93-2 

’SE Activity 1974. 
t&xcluding intra-market 
business and Overseas turnover. 

London report and latest Share index: 
Tel 0831 123001. Calls charged at 36 p/ 
minute cheap rate. 48p/minute at all 
orner limes. 
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EQUITY FUTURES AND OPTIONS TRADING 


SIZEABLE selling by a 
number of the larger securities 
houses led to heavy falls in 
stock Index futures yesterday, 
writes Joel Kibazo. 

Favourable results from 
GEC and Granada brought a 
strong opening for the Septem¬ 
ber contract on the FT-SE of 
2,555, and that momentum 
soon carried the contract to 
2,561. This proved to be the 
high of the day, before a sell 
programme in the underlying 
cash market by County Nat- 


West - also done in the 
futures - sent the contract 
into retreat. 

The downward direction 
continned in the afternoon, 
with Salomon Bros and James 
Capel reported to have been 
among the big sellers of the 
session. Not even the firm 
opening on Wall street could 
curtail the falls in the contract 
and September eventually 
closed at 2,510. down 35 on 
Tuesday’s session and around 
13 points below its estimated 


fair value premium to cash of 
about 25. Turnover at 9,666 
was an improvement on recent 
levels. 

Dealers reported a volatile 
day in the traded options 
which led to increased volume. 
Total turnover reached 45,144 
lots with the FT-SE option par¬ 
ticularly busy at 20,183 con¬ 
tracts. 

Lonrho was the most 
actively traded stock option, 
with a total of 1,706 lots dealt 
by the close of business. 
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94U 88% 
«ii 99ft 
T1B% 106% 
lUft 110ft 
Wft 98ft 
red iwft 
112% 108% 
«3ft 980 
lUft 110ft 
105ft 100ft 


+ft » 9* 

+& »A 9W 
+ft 128ft 118ft 
+% WJft 97JJ 
♦% 98ft 86ft 
+ft 129ft 123ft 
+ % 112% 107ft 
4-ft 182% 97ft 
*A IWi 109% 


YteU 

int Rad 

1221 980 
041 902 
138 926 
407 046 

1216 949 
6.16 836 
065 946 
859 918 
008 941 

1205 934 
807 922 
1108 935 
943 214 
1101 B25 

220 537 
299 922 
1LS0 921 
1133 241 

903 907 
1208 939 
1101 938 
273 917 
1101 935 

1001 9.17 


■JB 910 
<08 510 

024 240 
281 913 

733 647 
1218 946 
1908 228 
228 893 
10.78 028 


BRITISH FUNDS 

Notes 

Treae 10 > 2 pc 1999- 

Common 10 % pc 1999_ 

9% 2000 r . 

Trias t3po 2000- 

10 pc 2C01—-- 


- Cont 

+« 

PrtcoC ■ 
106ft >J} 


105% +% 
99g +ft 


»% +A 
186% +ii 


Of 1W2 
high tow 
♦J} 107ft 101ft 
+% 108ft '00ft 
+A reft 94% 
+A 48ft 38ft 
*)J 121% 114ft 
+ft 198% 99ft 


Veto 

tot Red. 
944 214 

949 914 


BRITISH FUNDS - Cent 

+u ISM Y*X 

Holes Price £ - Mgfi tow Int fetf 

Tims 3pc'66 All_32 +% 32ft 29,'i 931 

Ccws*iZ%pc-27ft +% 27% 24!' 215 

Tieas-2»,pc- 27% +% 27ft 2«J. r 422 


901 B99 

287 899 Indan - Unk«d 

1O0Z 236 


14pc ■98-01 

- rey. 

+% 

121 

USD 

1105 

9<6 

9% pc 20C2— 

- 184% 

+y 

105% 

98% 

906 

910 

9 %p 2002C- 

- 104ft 

+u 

108ft 

Wft 

9-37 

910 

lOpc 2003_ 

_ 108% 

♦% 

157ft 

100 ft 

0.40 

906 

1 0pe 20038- 

_ re% 


101% 

ll»ft 

100 

407 


Treas II % pc 2001-04. 
FtmOng 3%pc'99-04_ 
Convifston 9 pc 2004. 

9% pc 2005- 

Tims 12% pc 2303-05. 
8pc 2002-0647- 

Over Ht**n Yonrm 
Tr«ag 11 %pc 2003-07. 
Treas8% pc 20071*— 

8% pc 2007 A- 

la^pcW-Oa- 

9pc2008tt- 

Bpc2009- 

Com 9pc Ui 20> 1 tr— 

9pc 2011 2 . 

Titos. 9pc 2012—- 

9pc2012A- 

Trea*5%pc 2006-12« 

7 %pt 2012-1577.- 

£ju3i I2pc'13-17- 

Trws 8%pc 2017- 


ConOOto 4pc- 

tear Loan 3% pc 
Conv3%pc‘6l i 


112ft +ft 
87ft +ft 
183ft +J5 

103ft 4-ii 
122 {) +« 
91% +ft 


113ft 107ft 
67 ft 56% 
184ft 96ft 
18<% 96ft 
124% 116ft 

92ft as% 


+% 118ft 110ft 
+ l! 97ft 89(2 

- 97ft 89ft 

+ft 132ft 123ft 
+(i 101ft 93jJ 
+% 93% 85ft 
+% 182ft 93(i 

_ 182 93(J 

+% 182% S3(i 
+% 38 34ft 

+% M,*. «% 
+% 89ft Sift 
+% 134ft 120% 
■Hi reft 97% 


1800 931 

5.17 705 
9.14 902 

8.17 901 
10.19 923 

8.71 BQi 


1808 921 
102 092 
001 905 
1037 922 
4J3 897 
808 089 
801 808 
801 090 

091 888 

801 809 
701 872 

058 885 
929 891 
804 881 


(U 

Tiaas 2pcTM—(10291 127ft +% 127 

2pC%-167.9) 184 ft +% 184 

2% PC'01_178 3) 147(1 +ft 146 

2> 2 pr-03-(780) 143% +% 144 

2pc‘06_1695) 146% +% 147 

ZijpcW-(78.81 133% +% IS* 

2%PC'11-(7461 134 +% 134 

2% PC 13-(8921 113% +% 114 

2%pc 16_18161 121'iBl +% in 

2%pc'20——[830) 118% +% 117 

2%pC24»-(97.71 98,'J +% 97 

4%|ic‘30t7—035.1) 99ft +ft 99 


CU (2) 

+% 127% 122H 209 <03 

+% 184ft 176% 340 40* 

+A 1461} 143 4.11 444 

+% 144 ft 133ft 4.13 4 41 

+% 147 ft 139 ft 4.17 4 39 

+% 13«'. 126ft 4.19 <J8 

+% 13SK 129% 4.18 438 

+% 114ft 106ft 4.17 434 

+% 121 u 112% 4.15 <31 

+% 117% tOijS 4.14 <28 

+% 97 ft 85% 4.11 424 

+ft 99% Sflft 405 419 


Pjospeciliw i«al rrttmotion rate on projected inflation of (1) 
10% and (2) 5°» <b) figures In parentheses snow RPI past for 
indexing. He 8 months prior to issue' and have been adjusted to 
reflea rebating of RPI to LOO in January 1987 Comerelon factor 
3 945 RPI for October 1991. 135.1 and for May 19«. 1393 


43 A*» 

+A 

43(1 

39% 

904 

- 


+.1 

39 ft 

35ft 

905 

— 

52ft 

♦ft 

62 ft 

89 

504 

- 


OTHER FIXED INTEREST 

■MX 1992 

Holes Pnee £ - WgH tow 

African Oev 11 % 2010- 174” *% its ft 105% 

Asian Oev I0%pc2009 108 2 +1ft IMil ’00ft 

Btam 11 %pc Ml?_112% +% 112% 102% 

betendCapS> 2 DC'10— 49 - 99% 88% 

9pcC»1996_ 91 «■% 99% 90 

I3pcV7-0 2 . 104 - 115*3 103% 

HytkoQuebec lSrcaon. 7Mf2 *il Mfld 1 30% 

Leeds 13% pc 2006_ 1Z4 +1 124% 116 % 

UvurpOOi 3pc Itrld— 32% +U 33% 30 

LCC Jpc'OO Aft- 391; +% 31% 27 

Uancbesar 11 % pc 2007. 110% +% 118% 1(0% 

UetWfrJpCB'- 59% +% »% 53 

NtodZ Anoka 3%pc2D21 111% -1-% 111% 103% 

4 % pc IL 2024- 118 +% 118% 103% 

UMtte>SI*Slt%)C3iaa- 121% +% 128 12*% 


Veto 

tot Red 
9,89 938 
902 9.20 

1002 1005 
9215 

809 

1208 

10.73 iai9 
1009 1028 
1049 
904 

1003 1017 
502 178 

- 532 

- 511 
1528 1289 


LEGAL NOTICES 


tateHlskCbat of Judea No. 005848 of 1992 


la Tb* Maucr of 

NORWtai UNION REAL ESTATE 
MANAGERS LIMITED 
md 

In Tto Mailer of tb* Qaopanlea Act 1985 
NOTICE IS HEREBY GIVEN, ibu e Petition 
w tooeenlBd toller Mljtaj/i lUsh Cgortof 
JoHkn o*3IUiIon> 1992 fix lha ooafimtieo of 
feo r*-*" of (be — p*— 1 of Iho eb ooo- oi nrad 
Corapeny fioa £12000000lo£ 1,00a 
AND NOTICE S FURTHER GIVEN Itol the 
nid Petition If diracsd to to hoard before Mf 
Ragfanar Boddey k d» Royil Com of Jaaioo, 
Strand. London WOA 2LL m Master fee 13* 
day ofJaly 1992. 

Any Creditor or Shareholder of Ito nld 
Cocapmfjr dojnog to oppou tto nakiaf of ta 
OBfcr for Ito raraTinsettoi rf Mid ir.Wlin c 
of rapAd fbodd ifyeer a the lirae of toms ta 

penon or by CbobbI lor fett piiyora. 

A copy or Ito eald RdAfan win ta finaotod to 
gay Nth poreon rcqaiiioi Lbe ure by Ito 
oiaiuuiuutluie d Sodcknr* on peyraonl of Ito 
ragoltood ctorja tot Ito auno. 

Deled ifrbJOfli toy of Am 1992 
M'm A F Chridia. Norwich Unk* Lcgtl 
Scrrieef, PO Boa 89 Surrey Street, Norwich. 
Norfolk NRI SDR 


GENEVA SWITZERLAND 

Full Service is our Business 
International law and lavra. Mailbot. 
idcpbonc. 

fumisbcd of flees and conference 
room for daily or monthly rental. 

lefe* and uJewpier services 
Translation and secretarial services 
Formation, donddliation 
and Bdminiilfabon of Swiss and For¬ 
eign companies. 

Full confidence and 
discretion assured. 
BUSINESS ADVISORY 
SERVICES SLA. 

7 Rbc Mazy, 1207 Geneva 
TdsTW 05 40 Txr 413222 
Fac786 06 44 



Price* tot abKtneOv aw w On ed to* me 
pwpoeee or me elee w eily DoaUng end 
n al em t anengenwai 
u Ertglertd m W e i — 


Appointments 

Advertising 

appears every 

Wednesday 

& 

Thursday 

Friday 
(in the 
international 
edition only) 



Pool 

Pool 

M 

1.-9 Note 

pwenau 

pur crane 

M*n« 

trailed 

raiea 

raica 

price 

M*t 

cruwti 

Lmwh 

CntWd 

0030 

17 64 

17.73 

17 rj 

0100 

17 $< 

17 73 

17 73 

0190 

17.64 

17 73 

17.73 

0200 

1764 

1740 

1746 

0230 

1764 

17 48 

17.48 

0300 

17 64 

1746 

1748 

033D 

17.64 

17.48 

1746 

0*00 

17 64 

1746 

17.48 

0*30 

17 64 

17 46 

17 48 

0600 

17 64 

17 48 

17 48 

0630 

20 68 

17 45 

1745 

0600 

17 64 

17 45 

1745 

0SW 

1764 

1700 

17 SO 

0700 

2166 

17 67 

17.97 

0730 

35 es 

23 78 

2SSS 

0600 

28.65 

23 62 

25 56 

(*» 

27.99 

24.51 

2025 

0900 

28 01 

2590 

2767 

0330 

76X0 

2.'M 

29 67 

1000 

26 04 

27.68 

29.63 

1030 

29 05 

2708 

29.64 

MOO 

26 08 

2704 

29.59 

1130 

2406 

27.69 

29 64 

1200 

2009 

28 06 

2962 

1230 

26.07 

2808 

2982 

1300 

2904 

28.07 

29.B3 

1330 

26 02 

2560 

27 57 

V4M 

28 00 

2509 

27 57 

1430 

2595 

24 45 

2610 

1500 

75 95 

23 82 

2546 

1520 

27.89 

"4.W 

2630 

1600 

28 00 

24 66 

76 30 

IBM 

26.01 

25.90 

2787 

1700 

»m 

2900 

30.78 

1730 

2001 

2900 

»78 

1600 

27 se 

2406 

2634 

1830 

23.65 

2178 

2541 

1900 

2865 

23 78 

25.41 

1330 

2565 

23 36 

2601 

zoco 

24 46 

23.16 

24 62 

2030 

24 46 

22.06 

2366 

2100 

24 48 

18.51 

18.51 

3130 

24.48 

27 88 

2970 

2200 

27 99 

27.88 

2068 

2230 

36 50 

27 86 

2969 

2300 

36.80 

1900 

19 M 

2330 

24 48 

1905 

19.85 

2 <00 

2181 

17.73 

17.73 


HALF PRICE 



TOSHIBA T2000 features 1Mb RAM 
on board, 12MHz speed, 40Mb drive 
and 3!** 1.44Mb floppy. LCD VGA 
display (640 x 480 res). ParaJ!eLRS232 
and VGA monitor ports. NtCad battery, 
AC adaptor 
& MS-DOS 5. 


SiHly 


Perot & the Markets - Boom or Crash? 

GcCd all about il in FuliOtMonoy. pluo loiccaols tor 
cuirr-ncioi. bands, slockmarkols and commodilics 

Cell Jane- Fcrqu?iC!;on lor a icmplc- issue 
Tel: London 71 - 039-d96r cr Fax: London 7b- 42-9 4966 


Plicae BIO doranniiMd far ovary haH-hfe, in 
Mdi twitY-taur naw bothxL Pria-a uo in 
mm» on nragawaB 4 <w. iou rated 10 two 
dmiinal pleura. To coman onen n Danes 
nor kiiowas-nour l» daovnol Mail vlwniM be 

mraod 4**a eloca la no Ioil oa CldWrMnm 

bacoinm 1 BtopfKWn. rtro,i B «n la, Iho 

dotaminauen oi pom prico* i» mace in no 
Rooting ■"* S ol i mwi ApM-raig when 
aavarn Dm oonanan ot no ouctncdy raxn in 
EngtenS end Weha The Pool Purctoee PrKo 
!• Bra ban In W DM maioicy a nayraena rmooo 
10 ganaralare in raoM or rtaakii, Daaod 
mrauge me pool Tho pravraionei Wool 
Purelrano Pr*m le evbjaci la re.tolon ot 
carrecUDa unlll llnnl pool pile aw era 
doMrmfeiod epprmlnielafr twoo^-hw Cera 
alter mo Coy or trading. Pool Sonmg Ptce to 
Dra price paid by purchaser* el olecaic.li 
under DM pool iraaino erranpaoMrira n m 
ocwonrtonr open aw tfotei m in e non of Pool 
^atoiea Prico. Pmal pool pnece Ora aba 
cepebto w«m 

HOC frOTOomarue L rr-ik>S 


PRICE EXCLUDES VAT&DHJVBtY 

Morgan Computer Co. 

64-72 NEW OXFORD STREET, WCl. 

PHONE; 071-255 Z115 
BIRMINGHAM, PHONE: 021^4521141 


GLORAL GOVERNMENT 
PLUS LIMITED 
Inlrmetlanal De penile ry 
Receipts baaed by 
MorgaDGoarantyTrmt 
Company or New York 

Global Goecrasaonl Plu Fend Limited bee 
announced that 11 *11 pay USJ 7.7417 for 
cedi c onanfl * dare vilidy aadcred p——— 
to Jb oHb made by Globa] aa May Sih. 1992 
lo purcbeao up lo 2586 of Ui irned end 
BaMaadiai cuiuuion ihirce. The purchaeo 
prke i cpn ra n n u Ito n ncl value per abrae 
of Global Comm flue Fund Llreiual aa 
ai I mo 19ib, 1992. ft yt ac a of iho prrham 
price ahall to made in aceardane with Ito 
tcirea and aabjcct to the coadiiipna of iho 
afbr. 

Depranary: Morjaa Curaoty Treat Company 

ofNew York, Brerada Oflicc 
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London Share Prices 

Real time share prices are available by 
calling FT Cityline. 

FT Cityline can also provide you with a 
confidential personal portfolio facility io give 
yog a real Urns evaluation o! your own 
personal investments. 

For a free FT Cityline Share and Unit Trust 
Directory or to obtain your confidential 
Portfolio PIN call the FT Cityline Help desk 
on (071) 925 2128. 

Calls charged at 36p per minute cheap rate 

end 4Sp par minute at all other times. 
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FT MANAGED FUNDS SERVICE 
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FINANCIAL TIMES THURSDAY JULY 2 1992 
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"money market funds 


FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


Growth fears depress dollar 


THE DOLLAR yesterday cont¬ 
inued its run of weakness amid 
fears about the pace of the US 
economic recovery, writes Peter 
Marsh. 

While some international 
investors switched money out 
of dollars on speculation that 
the US Federal Reserve might 
soon sanction a cut in borrow¬ 
ing rates, the D-Mark was rela¬ 
tively strong due to unease in 
financial markets about prog¬ 
ress towards European cur¬ 
rency union. 

The US currency's weakness 
was triggered mainly by news 
of an unexpectedly sharp drop 
in an index of economic activ¬ 
ity compiled by the National 
Association of Purchasing 
Management This fell to 52.8 
last month from 56.3 in May, 
Indicating relative gloom about 
economic prospects. 

After President George 
Bush's comments last week 
that he would like to see lower 
US interest rates, this led to 
some b ullis hness about immi¬ 
nent action by the Fed. But a 
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contrasting argument is that 
the US central bank may 
refrain from changing borrow¬ 
ing costs, if only to show its 
unwillingness to bow to politi¬ 
cal rhetoric. 

The dollar ended in London 
at DM1.517, down more than % 
pfennig from Tuesday's 
DM1.5235 close. It had fallen to 
DM1.51 earlier in the day. 
within striking distance of this 
year's low point of DM1.5045. 
In New York the dollar rallied 
to finish at DM1.5236. 

The US unit also declined 
against sterling, which fin¬ 
ished at $1,911, compared with 
51.904 previously, while against 
the yen, the dollar slipped to 
YL24J3 from Y125J5- The dollar 
unproved in New York to end 
at Y125.35, with the UK cur¬ 
rency at $15045. 

The pound was finally 
Quoted in London unchanged 
against the D-Mark at DM2.9, 
but many dealers are unenthu- 
siastic about the possibilities of 
gains by the UK currency in 
the coming weeks. It is still the 


weakest unit in the European 
exchange rate mechanism. 

A combination of worrying 
news about the UK economy 
and fears that the Maastricht 
deal on European union might 
unravel has unsettled many 
sterling investors. “The pound 
Is going to be vulnerable to 
jitters In the short term," said 
Mr Ifty Islam, a currency spe¬ 
cialist at UK investment bouse 
Barclays de Zoete Wedd. 

The French franc ended at 
FFr3.364 to the D-Mark, from 
FFr3.385 the previous night, 
while the Italian lira, second 
weakest member of the ERM, 
eased to L756.6 against the 
D-Mark from L756.2. 

• Fourteen banks, including 
Barclays. Commerzbank, Mid¬ 
land. and Hongkong Bank, 
have set up a foreign exchange 
clearing house in London. 

• Budapest, Hungary's first 
interbank foreign exchange 
market made a cautious start 
Less than $10m changed hands 
but the National Bank of Hun¬ 
gary said it was pleased. 
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MONEY MARKETS 


Lukewarm trading 


TRADING was quiet yesterday 
In the money markets, 
reflecting the disinclination of 
dealers to gamble on an early 
cut in UK base rates. 

Another factor was that the 
banking system was relatively 
Hash with cash. As a result, 
the Bank of England had no 
need to inject money into the 
system through b3i purchases. 

The three-month interbank 
rate - a good reflection of 
what the markets think base 
rates will be in the future - 
was quoted last night at 10 £ 
per cent, down A of a point 
from 

UK Cteariai tank tw*a lending rate 
18 per cent 
Iran May 5.1992 

the previous close. 

That underlined sentiment in 
the market that Mr Norman 
Lamont, the chancellor, is 
unlikely to find an opportunity 
over the summer to cut base 
rates from the current id per 
cent. “Even though ail the 
indicators are that the 
economy could benefit from a 
cut, the pound’s weakness 
means the options are strictly 
limited,'’ said a money market 
trader. 

The limited interest in 
speculating on a broadly based 
reduction in borrowing costs 
was reflected in only a small 
amount of activity on the 


sterling futures market 
The September future contract 
traded within a narrow 
spectrum, finishing the day at 
90.12, hardly changed from the 
90.11 recorded on Tuesday 
night. Last night's closing 
price indicates the market’s 
perception that there is little 
probability of a change in base 
rates by mid-September. 

With the cash shortage In the 
money markets estimated by 
the Bank of England at only 
2200m, its technical operations 
were limited to lending about 
2185m to the discount bouses. 
The terms of the deal were not 
specified, but it is thought the 
houses have to repay the cash 
today, at close to the 10 per 
cent base rate. 

The extremely low shortage 
surprised some dealers. It was 
mainly due to unspecified 
payments Into the economy by 
the Treasury totalling some 
£80Qm. 

• The Bundesbank said it 
accepted bids for DM353bn in 
tenders for securities 
repurchase funds. It allocated 
DM27^bn of 35-day funds, 
mostly at rates of 9.65 per cent. 
It also accepted some bids 
made at a lower allocated rate 
of 9.60 per cent. 

The central bank allocated 
DM8.7bn of 63-day funds, 
mostly at 9.65 per cent, and 
accepted nearly a third of all 
bids made at this rate. 
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Local AatfiorttyDepy ... 97i 

Local ArtnrltY Bonds , 

□Hasan Mil Der*. IQ 

Company Deposits. 

Finance House OOMsKs 


Dollar COS. 

SDR Linked Ott. Offer. 
SDR unked Dap. Bid. 
ECU United Dql Offer. 
ECO Linked Deo Bid... 


tender rate of d&saint 9.4619 p t ECSD Fixed Rate Sterling Expert FWttnee. Make up day Jm 
30 .1992 . Agreed me far oertta Jrtr 2b. 1992 (a AraguLU . 1992, Scheme I; u!m p.c.. 


S<*r™3ll&il |; LI-28 p.t Refraeoce rate far period May 30.1992 to June 30.1992. Scheme 
IV4V: 10.038 p.c. Local Authority and Finance Haases seres days' mike, owe sesea says' 
fired Finance Houses a»e fata lQ>i (two July 1 1992: Bate DepoM Rale for suns at scan 
days notice 4 per cenL Certineatej tf Tax Otpp'Jt (Sole U: Deposit £100.000 and orer Md 
under ora mouth 6>a per cem; oae-tfirra dooiih 9 per cest tiro-Jh rartte 9 per cent Ux-ufn* 
narntrseh per cent; plpe-tweire numbs 8>g per cent; Under CUQ.00Q 7 per cent from Mag 6. 
1992 . Deposits refttorxren fpr caste 5 per sent. 



HOWTOBEUP 
WHEN THE MARKET 


kTiTuVJl 


Most speculators invest In the market on the 
expectation of a rise. But more money can often, be 
made when it falls. 

IG Index is Britain’s leading financial bookmaker. 
Wfe take bets on the Footsie, Wall Street and Nikkei, - 
plus over eighty futures and options. 

With us you can speculate on rises or fells. You 
place ‘up bets’ and ‘down bets’. The more the market 
moves your way, the mote you win. And by making a 
"controlled risk bet’ you can put a guaranteed limit on 
any losses, even ovemighL More good news, profits 

are absolutely tax free.* 

All bets are welcome, large or small. So. whether., 
you’re a bull or a bear, discover a more exciting ami 
easier way of speculating. Winning when the market is 
down has its moments. 

For mote information call us on 071828 7233. : 

NB: Prices of futures and options move up and down very tepidly 
indeed. Never spccutac wti money you cannot afford 10 toe. 
♦Under current legislation wWeh is subject M change. 
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13*2 

13% 

I110O VMeorron 

$17% 

17 

17 

Total Sales 15.170.100 shares 



Skb Rostiqnol... 
Soc federate* Fr_ 
Sommer—AI Libert 


TH!ittoper___ 

ThaimonCSF 


DOW JONES Jui Jun Jun jun 


Vallourec .L. 
Worms Cle.. 


AEG __1B5.10.F-0.70 

AGHtd&Verfc_,694 -3JD 

AecheeMchOteg)_871 +U 

Allianz AC„..._Z296 412 .. 

Altana Ind-620 ■ +5 

ASkO-._-_745 

AsknPrf_-664 

BASF__Z4i.90-O.fc 

Badenwert --285 *2 

Bayer 282.50 4050 

Bayo-Hrpo_394.70 4090 

BMW (Br)_1-582^0 -7JO 

BmerVereiiotik 406.20 4-120 

Bcfendorf_-76M . -7 

Bsflwlnt-2 63r -7 

Bfcrllao-Xraft— 120 ' .... 

BHFfiank__ 430 4050. 

Bitf. tk B«ger— _ 065 -3-50.. 

Counts Xonten — 855 -40 

MadafeumPt—543 48 _ 

Commentwik —... 25fc50 +3.20 
CoatloentalAG — 257 -3 

OtW__ 535W -23. 

DUmler-8caz — 761.90 40J0 - 




flataubls 

3354 10 3318.52 3319.84 3282.41 

Hem Bonk 

99.93 1000 100. OB 1003)7 

Tmmpert 

13407 131977 131652 1277X5 

OtUtia 

212.44 211.13 210J8 209X9 



Tf.Ti AIIBTfflA 

ffW (WWU Credh Aklles 00/1204) 

1Z JZ Traded lata O/l/ni) 


Btunanflu 


387 45 340 77 38121 

935X1 442 D 94074 Q42J6 


1545 30 19/41 
66030 CA) 


37124 12/1) 
90L64 12111 


U6284 UK.75 116529 UUb8 1 1235 40(2/61 


. Ha lcaMo _ _.... 

£SS^— 

UopdA 

Magnet_ 

MdMna 

MonUdHon ...._ 

OfftetU —__ 

Ptretll &Co 

Pirelli Spa..__ 

BAS_ 

fttnasenetLa)_ 

SaffoA __ 

Safpotr 

shp>«U— 

SWiSpa- 

SMI- 

Snt* BPO __: 

STET—— „—- 
Toro Assfear 

Tost Franco__ 

Untom.. 


NYSE CbbsmiIU 

226 75 

224X3 

224.44 

221.68 

Ana MkL Value 

38301 

379XB 

377.10 

37484 

NASDAQ ConptrOte 

568.99 

56160 

55880 

54784 




(15/1/32) 0/4/42) 11 

418.99 2931 nSLANO 

(1212/92) (9/12/72) »SEI> Overall 14/1/881 


] (12/2/92) (31/10/72) 

Baoea Con. Hal. 0972) 

BIB General 0/1/92) 

45075 

B8c0 

454 16 
8930 

46056 

9060 

46212 

9098 

year ago (approx.) 

lAfULII 







warn 

181380 8/1) 
1573 73 18/1) 


130464 UlOBt 1332.16 1330.92 146957 070 13046411/71 


450.7511/7) 
Bto 0QU.7) 


1574127 C9/W 
119619.9/4) 
iw&acw 



546 63114/1) 


274 00180 
1924018/1) 


JAPAN 


AUSTRALIA (cgnthMCd) 


July 1 AmtS +• nr- 
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FINANCIAL TIMES THURSDAY JULY 2 1992 


4:00 pm prices July 1 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


19*3 

High LOW Stock 


W. KSa 

w*. % e too* 


I5>1 II* AAfl Corp 04a 362' 114 


Low Quote Ctoe*. 
131, 131* +* 


iwa 

Iflh Low Stock 


YM. W SO 

DhK E laoa HWI Low Quo** Claes HU Low Stock Dlv. % 

£40 8.1 20 21 235, 29* 29* 45* 38* Mu* CP 128 ZB 

180 Jl 4 M 253 46* 44* 46* +1* ZB 25* Dotr&J£28 228 08 

30 SCO 33 35% 32* -% 33V »VD*&Jl2.« 2.7$ 86 

sts 4.1 is me? s?* es* ar +i* 33* »De«d£?s s.tsio o 


JOJ, SHE Pr« 2.40 £1 20 


1«S2 YM, Wt SI* 

ta Low Slock 01v. % S W0* HEgti 
% 38* Mu* CP 128 ZB 19 5S3 43* 


Off 

Cl c— Pm 


» 18* » l lata * 0 18 09 18 528 S9% 16* 19* +l| 54 V 41* Brlgm 0 S 


08* 53* AMR Inc 
80 V «* AMR 
3* I* ARK 
53* 38* ASA 


152 28 224108 54* 53* 54* +* 41 * 39* Bcinfcerlni 

1134937 «* 65 88 +1* »* 62* Bristol U « 

2 4 I* I* 1* 57* »% Bril Alrwy 


mi ym. rr *• doss An. 1952 

LewStock Dfett SMB* IMi LOW Owns Ctare, fOg&Low Stock 
24* Gitam ADR 120 AH Z53S7B 25* d34* 96% -% 


B2 26 * 28* a* +% 19* 14* UMwi Co 0.40 20 13 2 17* 


250 63a 337 40* 30* 30% rt *% 40* Bril Gos 


34* ffl* AbbolT Lae 060 3.0 22MO 30* 29% 30* +* 88* 4S1J0RADR 


W* 62* Brisk* U » !W 4.1 I6UK27 ST* 58* 67 +1* 

57* 39* Bril Aliwy 206 4.1 8 641 50* «* 90* -* 

46* 40* Bill Gas 3.75 84111 50 47* 467, 47* +* 

88* 45* BP ADR 4 04 &4 859122 49* 48 48* +* 


35IMrEd£?S Z.7S1O0 


2 31* 31* 31* +* 

'0 27 « m rt 


95 88* D(W£tf7.45 748 7.9 2100 64* 94* 94* 


278 7* 7* T* 


■3* 13 AM8&I Pr 042 33 9 6 12 

n* 10* ACM Bvl m 1.I3I0Z 252 It* 

'g? 8* gs |j 244 I* 9* 5* +% 68* »% 0rtt Tel «.<8 7 0 II 2M W* W* *% +* ** *®* jjto f™ 83 

II* 10'attHGwStr 1 13104 442 II 10? '0* -* 21 15* Brood Ine OX 12 101702 10* IS* 16* +* 50* 33* Dial CpOd 

9* 8* S 008 04 HI flb 9* 9* M26*BridnPld Z47 8.1 3 27 * 27* 27 -% 13* 8* Dial R4*t 

,2? 10* ACWUoued 134109 SO II* 11* 11* 32* »»W*nU. 194 63 17 166 M* 30* 30* +% 73* 17* Dtaoond SI 

H* StomecES Q« 5.5 21 »4 6* 8* 8* 90 12 B r«rf«™82A4 3.1 14 =34 76* 78* 79* 4-* 2* lUCteneCor, 

ft 4 M S 4* 1 29* £, Brown Grp »60 7 0 44 368 M 22* 73 +* 90* 48* D-taota 

33* 19* ncuun 121342 20'j 20 70* Hi 10* 5BrownlShrp 032 64129 195 5* 5* 5* ♦* 23% 17* OioUal Cm 

19* 18* Mains Era 1.83 8.8 0 187 18* 15* 18* +% 2*2, 19* Browning F 048 23 TOMBS 23* 22* 23* +1* 69* 33* Digital Eq 

49* 24* Ad Micro 3 00 $ 4 479 32 * 37 33 -* 3* l* ART 1 106 2 01* 1* -* 48 C-tWIarn Du > 

SlU 8* Ad Micro p JjJOASJ 37302 8* 06% 8* 17* 13* Brunswick 044 10431 723 14* J4* 14* ** 7* 3* DW4 Sv NY 


31* 77% 8P PruJIW 324 108 7 306 


I* 0 I1BP mss) 


r * +% 97 97 * DstTEtf7 68 7.68 7 8 Z U97 97 67 

I* +* l«* l04DMr£d3 32 9.32 89 2100 BH* 104* 104* 

30 +* 110101* 0&JA72 9.72 90 3 US* KB* M7* -1* 

* -{j 35* 30* Den Ed 1JM 83 61698 31* 31* 31* +* 


111 8* 9* 9* +% IS* 11* aru St«r 

244 9* 9* 8* +% 66* 93* 0rit T« 

442 II 10* 10* -* 21 IS* Brood Ine 


187 14.1 71392 II* II* 11* +%! 28* 20* DoaRK Cm an 03IS 294 26* 


442 II 10* 10* 
21 9* 9* 9* 

258 II* 11* 11* 


B* 3* Qionfcd In 000140 0 870 4* 3* 4* 

7* 7* OM Dor i 0.70 Si 27# 71, 7* T3* 

10* 9* OkSfrsI I no £03 9.0 218 Hitt* 10* »* 

2* 1%GtabaiMer V 771 I* 1* 1* 

2* * (Hotel I486 972- 1 • * 1 

8* 8 Glottal YW 080 0.4 329 8* 8* 8* 

» 9* QWn Vlley 16 215 33* 33 78 

45* a* OWn W Fin 022 03 121448 u« 49* 48* 


rSPH-’S “i 3 sss»?- 
5.1 1 '5 ^ 


* » *«. WLjw jjnr ^ 

17* 7* Nutmeg 

L 16 M* Kuv Cal 

- . is* UVUnMAC 1 

s 223 12* IS* «% . 


!»'.«» 151 31* 31* 91* +*! 16 * I6*MuvmoM0 1.14 7.2 


44 26* Dtcg Prods 032 1.0 JO 33 31V 31* 31* -* M* »* QOOdriCtl 2J0 4.0 M 961 48* 47* 48* 


8 "2* LTV128 
1* * LTV Corn 

1 * * LTV 1.23 

2 * LTV 008 

8* T* LTV too ■ 


43 SZ7 8* 8* «]a 

12 2* «J2* 2h 

1 44T A 6* '* 

2 * 0 ** 


11* iovmmhnm 0.06 M 

16* 16* Mwi n H P 1.08 U 


Y*L W Sa Ctoaa Rrcc, 

Oh. % E ,109a Hah LawCteota CJocc 
tJB 7.7 » 6B 7DH 20* ** 
19 434 TO* 9* 10 -* 

1.02 8l 5 82 IS* 16* lWt +*" 

989 7.0 » 17* TJ* 12* 

931 70 S ‘ 13 .13 13 +* 

1.14 1Z 198 -19 »Y 15 V- -•* 

0.90 tZ 71 II* 19* 1» 

109 CA .25uW* 10* 10* . .... 


|« . li 4* n +A ^4*22* SYSCO pi 

9- 1* 01* 2* + * #2* 00* 9itw>C0«i 


50* 33* Dial CpOal 1.12 3.143 680 35* »* «* 4* 59* 45* 0oad>« 39 MO 7.0 84 60 * 49* 50* +* «L ,15 rvsr m. «8 318 17* «* 17* 4^ 82* •<« *r*,°>* * 

13% 8* Dial Rah 13814 7 a IK 0* 0 9*-** 79 82* SoaOmr 040 0,6 131878 89* 88* 89* +1* 25 a^twT^S, 8 7* 8 I* 

»!• ,7*0*«o«2»0S2 M TO 438 17* ,7* ,7* -*»*■* toMd. _ MJO 10* 10* to4 , fS «* M24* ** 


Numai P P ■ 1-04 6.B .268 15*. 15* W* 

WttJESiVl >.*4 C6 5» l^a »* «V +* 

22* (At-to pr *08 aa * 29*. 2J* za* 
as2 »* Him> Cars 1 4,64 6.6 231939 76* 78*.78* -* 


21* 8* Ad Micro P J.CC34 3 37302 8* 48* 8* 
9* 5 A4WOI i3rp 0.16 2.6 61 73 8* 8* 6* 


+* 2* l It Wa/ia Cjrp 7 23 2* 2* 2* l 

+* 80 * 48* DwtelC 188 3Z 19 387 83* 52* U —* 

+>■ a* 17*Oigllal Cm IS 9M 18* 17* M +* 

■I* 69* 33* Digital Eq 35288 39* M* 35* 4* 

-* 45 24 0413m Dpi on 03 IB2718 37 * 37 * 37* +* 

+* 7* 3* a™ Sv MY 0 482 8* 6 * 6* +* 


19 13% Brush Wall 020 12 9 04 18* 10* 15* +* 41* a* Dfenay Crp OJl 06 336668 36* 


36 33 Amoh ADR 166 8 6 2 3C 3S 34^ 7B"h Buefrotr* Pf 2.S0 92 11 106 »J§ 28 28% +% 

47sa*AovuLI 2.78 6S 01773 42* 41* 435, +1* 18* 16* a,** HU« 158 99 0 12 IS* 15* 15* -* 

1C 8* abii A 0 24 Z l 12)525 11* 10* 11* +* 14* II * Burgw KI 1.5b 11.1 19 25 14* 13 ? 4 +* 


2* T* Dlvarsf In 0 5 I* 1* 

40 28* DM4 Food 04) I 4 12 833 79* H* 


45 SI* Grot WIR 1.40 4,0 M27M 34* S3* 34* 4* 

19 II* Onct En*r m 717 18* 18* 18* 

60 * 45* Oratnger W 056 15 19 424 46* 48* 46* +* 

I* OQraM An 9 .. 012S6 i i 006 

36* 28 Oram AMP 050 28 151004 38* 27 a* 41 * 

ID 9* Great Q Eu 011 12 IBS 9* B* 9* -* 

71* aOVGlLAmCl 030 05 282344 64 82 * 63* 41* 


8* T*OHMQp 
2* * Oafc inda 


1* +* 77* 61* a Mi Ire I 


05 282344 *64 62* n* W* Uw*»r toi O.jg IT 20 212 13* «* +*• 15^ 15s 651* 

50 tb? Si 5t IS* 11% Laronel. 0A8 35 M 87 13* 13* 13* 24* OQ0»» 12S 65 1* 

75 Iti ^ »* 23U*&M»p 078.2721 501 27% 27 V% +* f* , rm r * £ 


M 18* a Wmt Fa 052 63 82189 17% 17* 17% 


1C 8* Affll A 
32* 24 Alice 


0 44 1.4 182746 31* JO 31* 4i*| 25* 16* Burl Ccat 


14 4* 3BV 34% Oommn Am Z35 62 13 SM 58* 38 38 * 43, 31* 29 Oreen Ml P 208 85 11 74 30* 


19* t&tf) Alundmon 0 86 52 7W* 17 16* 17 +* 

12* 6* Aileen me 7 70 7* 7* 7* ■*■% 

49* 36* HrftCton 086 ZO 182707 43* 42* 43* +1 

J9V TJ* AlrOn< Ffl 0» 10 12 776 15* IS IS* +* 

34* 22* Aligat Ine 27 51 237, 29* 2a* -* 

12* 0* AlrUwso « 16814 9 8 >4 II* II* 11* '* 


B 32 >a* 17* M* -* I 7* 4* Demur Inc 025 4.1 3zlOO S* 6* 8% 


4.* 47% SEBurf HOrC 120 32 121039 38 * 37 % 377, +* j 47* 36* Dnnaman OEO 14 16 24 43 * 43 * 43% 


SO 30* Graan Tree 050 15 72986 32% 31* 32* 


4* j 42* 33 Butin Reec. 653185 3337-16 IS* 34 3** 

4-l| 18 14* Burnnam Pc 138 08 46 34 10 IB* 15* 


»4T*Der.eD«y 100 16 20 649 66* M* 


43% +* 17 13 Oralrw&tfl 024 1.7 U 4 13% 13* 13* 
SS* 4-1* 14* 8% Orem Oraw 056 0.4 31 not 12% 13* 12% 


-% I 43* 38* Dow Core 084 2.1 18 2M 40* 40 * 40* +*| 11* 9* Oman Bpn 015 15 


34* 22* Alrgas Inc 
12* 8>g Alrieoso a 168 149 
104 99* AJdPwS 18 8 16 8 1 
25* 21% AUPwPtt ZOO B a 


3 100* 100* 100* 

17 u25* 23* 29* 


^ ’SJ? ’mi '«5 78* CNA Rn. 

^ 46 * 39* CPC Inn 

Si !!* S> 9 !; i 27* 19 * cpi carp 

ra »1 U « „ 5 87 * 54* CSX 

29 22 * 22 22* ■*■* iiliiscmi 


1071«* AlaPw944 0 44 9 0 elOO I02*d<92* 105 42* 

108 HE* AI40 P» 11 2 104 104 104 

U»* 101 * Akiti Pw 9P 900 8 7 3 103* 103* 103* 

105100* AI0& 820C 81 2 102* 102* 102* +* 

11 * 10* AUPwOpPI 0 87 8 0 20 I0 r , 10* 10% f* 

23% 17* Alaska Air 020 I.0H2 421 19* 16* 19* >% 

71* M* AiMnir >m 036 7.J 34 282 IS* 14% IS Y* 

J2 21* AJCuhrr B 0 24 1 1 19 29 22 * 22 22* +* 

25* !■>* AlCuIrr A 0Z4 12 18 823 29 * 20 20* 4-* 

4«7, JG* AlIMfIMnO 0.84 1.5 212189 42 * 41* 41% -* 

22* 18* Alcjrt Alum 080 2 8 771958 21* 21% 21* 

42* 33* Alto Stand 002 2 4 1 71374 37* 37* 37* 4% 

23* IS * AlatBruwi 0.40 22 4 370 18 17 171, 4% 

23% ISAIetrAku 100 4 61351479 21* 21* 21% 4-% 

»% 27* AUngh Lud 088 2.4 281095 36 35% 35% +% 

45* 41 * Allegri Pew 3.20 7 2 1I 514 44% 44 44% ♦% 

3> 22* Allen Cp I 75 7 I 12 24% 24* 34* -* 

10 18% Allan Con 0 20 1.0 1J 400 20 19% 19% -* 

27* 20% Allergan 036 I82S1S4J 22 21% 22 


- C ~ ,8 '* 1J, 7 

37* 30* C8I Ind 048 1421 919 34* 33* 34* ♦* 12 

200% 132* CBS Inc 1.00 0 5 32 557 196* 183* 196* *3* "J "J - 

1% % CC* Inc 3 15 !, B \2 

% * CP Inc Ltta 0.16640 0 « * d* * llS 

22% 14% CMS Energy 048 301143079 IS% 15% 15% -* * 

104* 78* CNA Rnl 8 165 86 % 8SBS* *2* ,1 <S 

ui. «it ra.- t_u _ im 1, .cl. ret _i. 12 11* Dram SI 


62% 51* Dow Cham 280 45 2S26W 67% 

34* 24* Daw Jones 0.78 23401451 32% 


57 57* -% 

32 32* -0% 


2* 1 * Grubb S El 0 t< 1% 1% 1% 

27% 25% GnmnarCJ 280 1Q.7 IS 28* 28* 28* 


18* II* Deaawy SSL 033 2010 70 15% 15% 18% +% 22% 17* OnimmM 100 4 A 7 808u23* 22% 22% 4-* 


94 88* DPL 7275 7.38 20 MOO u94 


13% 9% Guardsman 030 42W 17 11* 11% 11* +% Sx Sli im 


48 * 39% CPC km x 120 26 172831 u48% 45% 45% -Jj 

27* 19* CPI Carp 086 26 13 146 217, 21* 21* 

87 * 54% CSX 1.52 £31013006 88 64 86 4-2* 

24* 17* CT5 Corp a 0 75 3.131 3 24 * 24 * 94* 


^ * li 33% 28% CoWeiWIra 0 73 2.4 19 238 30% 30 * 30* 

i uiifiS 2?J* J l ?!? 85% 42* CablaOen 211224 40 * 48% 49 

78 £!:* 1 x'!’ ., 47% 31%Calx>ICorp I04 23 IB 455 45% 45* 46% 


12 11* onus St a 1.02 88 118 11% II* 11% 81% 40* GuKSt 12 

11% IDVDdusStM 0.78 7 2 27% 10* 10% 10% 18% 10% Gun SI Ot 

69H*DuPonM5 4 SO 72 12 63 82* 82* 3% 2 Co* USA 

35 31 % IkjkePower 1.72 50 141364 34 * 34 % 34* 4>* 


*50 82 2 51% 51% 61% 

241038 18% 15% 16% 
0 in 2% 2% 2% 


28% 2D* LeZBoy . am £B 17 43 24% 24 24% +% • ■ m O - 1 ■ V- 

£ AissYis^rs « & 4 5 » ;t ;j s - 

7 s 5>i '5% 16* K)%S»MdMi 005 a4* »0 11^ ^ +% 

37% 2SSSTm" M^W* m'm% «M ai7%0«MPel Y.0Q 0« ««1 Ojj ^2 **; 

a a + - s5i?issr .--asa s? ss m 

5J „% S a ”5 !S5 <g£rlS .so til “SSa” ®i an 

“S-SI s 1 "Site as- ;a^ 

0.12 08181221 24$ 24% 2*H +% »W* OW^724 724 *2 5 S! “ 00% Jl 

- 0 148 IS* ' IS 15% -% 99 B4* OMaE736 728 8.1 . 2 »l •’ ^ 

1 m inn «— im. ial mL 102 97 OWaEB-O* 304 8.8 4100 99% BB* 98* —1 

O30*L7 13 178 29* 3% 29* +% 107M0*OWOE9.12 8-7 2103% 1®% 10*% «* 

7 200 «% « W -% 44 30% Ofclah O&E 28B 78 112921 33* 33* W% +% 

JL20 ailil^ 88% 86% 68% «* 54% 39% Olin Corp Z20 48 U 335 48%. 46% 48% +% 

028 12 206B20 23% 22% 22% 25% 16% Omnleare 0.H 0.7 M W 20 tl* 

£82 4.7 10 856 61% 81 81% +% 36% 31 * Omntoom 124 38 171012 38* *' 

3LOO 1.3 - 6 231 231 231 18% IZOnaida Ltd £48 38 13 40 '■ 12* 12.* *.*■ 

008 6 J 6 90 17% 17 17* +% 17* 14Oneok bic 100 6.914 273'17% 16% W 

ioS 77 ” « 84 « " 22% »% CWO* Cap UU9I| ^ 

- -20 518 46% -48 48% -% 11% »% Oppacb M S l«W3 *£"’!£ -I 1 ”i* 

0.40 1.1133485 *% 34% »%.--% B^W***^ 006102 ii bV li I* 

OJJT £0 5 287 3*- 3% 3* 5 8% Orange Co_W 78 6% B* «• -% 


26%. 19* Lagg Mason 096 Lfl 8 600 T9* 19% 19* +% 

26* 18% Laggai tP 044 16I8JM 34 23% 24 

* % UUTadi . • • 0 20 A A A 

29% 17* Lannar Grp £12 OJB 181221 24%. 24% 2a% +* 

22% 12* Laataj Fay ■ - 9 148 IS* 15 15% -% 

IT* 10* UDanyAS* 108102 188 10% 10% 10% 

31% 20% Liberty Cp' 030 12 13 178 29* 28% 29* 4-% 

37% 11 UtaUma 7 200 13% » 13 -% 


49% 44%litlon-. -28 518 45% ‘48 46% 

47% 32% UcCtaib 0.40 1.1133485 35% 34% 35% 
3% IbLUENtr 0JJ7 £0 * 287 3*-.3% 3* 


11»* WDukaP 7 8 780 7.7 
108* ID* Duk8Pa48 634 8.4 
108 1® OuheP 8 7 8.70 8J 


3 101% 101101% 7* 

13 104% 104% 104% 

4 106* 104% 104* 


47% 3B% Lockheed £12 42 0 455 44* 44' 44* +% 39% 32% Oraoge (Mr .£■» 68 12 W 37% OT% K%. -W 
80% 40* Locffle Co 078 1223 682 44* 42% 4 71* 28% 18% Orageai S» 026 22 111304 22% 21% Oh J H* 


14* 10* CoBot 08G 018 
29% nCednceOeqn 
41 SSCaewaa 1*1 
2* 1 * Cal RmI 6 025 

4* 2* Celled Inc 0 12 
28-V 16* Calgan Ctm 
28% 22* Cailnut Co 0.64 
1 % * Gallon Inc 


- H - 

30* 19 K8Q Hcare 008 4.7 82 20* 20 20* 7* 

.. 40 * 30>K Tel ADR 1.47 40 T7 058 34% 34* 34% 4-% 

^ 14% 11% HRE Prepaa 12410.4385 61 12 11% 1t% -% 

,, 1 oaaHadson 0 875 4 * A +£ 

T? 8 3* Hall FB 3 88 3% 3% 3% +% 


IT8%Va*UMwtCasp 100 00 7 491 111% 110% 111% 

21% 14% Logieon a 00* 10 « 3 * 15% 15% 15% 

11% 7* LomaaflnQj 485 8% - 6 6% 

2* U LoanaaANea 0041344 0 62 JJ d% % 


31* 21% HaDIburlo 100 3.73991827 27% 28* 27% 7* - 28- 26 LongL2. 

9* 3% HoBwooO 1 123 4% 4 4* 7% M* RiUmaBJ. 

18% 9% IfcoEk F»t * 002 30 11 497 10% 10% 10% -7* 106% W2* LbL 90 


—% 5% 3% Lone Star 

7% 29 27% U«L 2.66 285X4 

+% a* 25% LoogL£43 £43 &7 
+* - 2T 36 Long 0-2.47 £47 80 
-7% 99* OiWongtLAZa 600 BJS 


-% 3% 2% Orient EAp 3 73 2% 02% J% 

3730* Orion C10 T0O 50 4 U37 97 36* • -* 

+* 35* 29* Orton Sap- 0-92 Z8 6 60 34% 34* 34% 7% 

-i 44, 1% Ortwi Pitt - ' 0. 93 1% 1% 1% -% 


4 119 3* 3* 3*. -* 27* 18% Ory* Energ 120 80161411 17% 17* 17% +* 


»j, Ailm Cap £29 60 13 IM 33 32% X +% ^ 3 ilj CimpMI 3 0 78 £2 192215 36 % 35% 38% 

l^l* S*j Allflea Cl 0 IB 1B 22 10^ 10 10*4 9 JL CAmrtfil Rn 14 01 / ^ ? 

;t* 18* Aid Irish Q« 3 19% «% 10% ♦* 16 ^ 13% can Pec x 027 1 5 55773 IS* IB* 15* 
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EUROPE 


AMERICA 


Defensive tactics rule 
as bourses slide again 


Dow firms on continued rate cut hopes 


Wall Street 


MOST bourses were weaker 
yesterday in uncertain trading. 
writes Our Markets Staff. 

Strategists said that the shift 
from cyclical to defensive 
stocks, tested in London 
recently and apparent this 
week in continental Europe, 
was a tactical ploy. 

In Germany, said Mr Horst 
Graven of Merck Finck in Dus- 
seldorf. the cyclical/defensive 
move is a fact, but follows from 
people taking profits where 
they can. Cyclicals have been 
the" mainstay of the German 
equity market's outperform- 
ance this year. 

Mr Richard Davidson of Mor¬ 
gan Stanley in London says 
that, in general, cyclicals have 
lost momentum for three addi¬ 
tional reasons: 

9 that European recover}’ is 
not coming through; 

9 that interest rate cuts are 
not happening in Europe; and 
9 that the dollar is on the 
slide. 

Morgan Stanley offers an 


DM7.50 to DM582.50 as Volks¬ 
wagen recovered a little; Conti¬ 
nental. the tyremaker. DM3 
lower at DM257; Degussa in 
basic materials, DM6.50 lower 
at DM338.50; and Linde in engi¬ 
neering, down DM12.50 at 
DM819. 

Among defensives, there was 
a DM12 gain to DM2.296 for 
Allianz, the insurer, and one of 
DM3.20 to DM2S6.50 for Com¬ 
merzbank. Utilities also 
improved, led by Veba with a 
DM5 rise to DM339.50. 

Among special situations, 
Asko said it would remain 
suspended today although 
shareholders heard a lot of bad 
news yesterday, in heavy pro¬ 
visions against investments, a 
1991 loss and the omission of 
the dividend. 

PARIS fell for the fourth suc¬ 
cessive day, but in derisory 
turnover of just FFrl.6bn. Deal¬ 
ers feared that the market 
would remain depressed until 
the referendum on the Maas¬ 
tricht treaty, which has been 
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alternative strategy, in a 1990s 
prospect of disinflation which 
Mr Davidson defines as “man¬ 
ageable" inflation rates 
between zero and 4 per cent as 
distinct from deflation, or a 
negative percentage. 

The bank says that the 
long-term outlook is a 3 to 3Vfe 
per cent inflation rate in 
Europe, and that the losers in 
this environment would be 
companies which have relied 
on price increases to boost 
their revenues. The winners 
would be those which could 
grow their revenues from vol¬ 
ume and market share gains, 
or those which could rational¬ 
ise their cost structures to 
improve profit margins. 

This has some surprising 
results. A classic defensive 
industry, banking, is split. 
Morgan Stanley’s chief strate¬ 
gist. Mr David Roche, likes UK 
banking which demonstrates 
that high variable cost compa¬ 
nies (the service sector) stand 
to gain from disinflation 
because they can cut the work¬ 
force and keep labour costs 
low. However, he says, most 
continental European banks 
“do not seem to understand 
how to rationalise". 

FRANKFURT offered a lim¬ 
ited extension of Tuesday’s 
trend with falls in a limited 
number of blue-chip cyclicals, 
and gains in defensive stocks. 

The DAX index rose 3.63 to 
1,756.26 after a gain of 1.72 to 
695.33 in the FAZ at midses- 
sion. Turnover eased from 
DM5.7bn to DMd.5bn. 

Cyclical fallers included 
BMW in carmakers, down 


set for September 20. The CAC 
40 index ended down 19.71 at 
1,880-92, its lowest close since 
February 14. 

LVMH fell FFr115 to FFrt.766 
on news that turnover growth 
at its luggage subsidiary Louis 
Vuitton had slowed in April 
and May and by a newspaper 
report describing difficulties in 
the champagne sector. 

Alcatel Alsthom, ex-divi¬ 
dend. was a net 50 centimes 
better at FFr636 while Lafarge, 
also ex dividend, dropped a net 
FFr2 to FFr330.90. 

MILAN fell for the sixth con¬ 
secutive session as the Comit 
index closed 3.41 lower at 
450.75, its lowest level since 
February 12. 1988. 

The market’s depression was 
deepened by Fiat chairman 
Giovanni Agnelli's remarks to 
shareholders on Tuesday that 
he did not expect any substan¬ 
tial recovery in the group's for¬ 
tunes until late 1993. Fiat 
closed L73 down at L5.215 and 
reached L5.135 later. 

Kleinwort Benson this week 
added Italy to its list of “buys", 
recommending that long-term 
investors should start looking 
at it again. It says that the 
market has failed to appreciate 
that attitudes have changed, 
for example, that most of the 
old, and tainted, names have 
disappeared from government. 

Among other stocks, I taigas 
recouped L7 to L2.790 after 
Tuesday's weakness while 
Pirelli fell L33 to LU56. 

AMSTERDAM was under¬ 
mined by the afternoon fall in 
London, as the General Ten¬ 
dency index fell 1.0 to 122.6. 


Hoogovens lost another FI 1.50 
to FI 4730. for an 11 per cent 
fall since Friday. Fokker lost 
FI 1.40 or 4.4 per cent to FI 30.30 
although it denied a press 
report that a cash crisis was 
holding up Fokker's planned 
partnership with Germany’s 
Dasa. 

MADRID sank to a second 
consecutive 1992 low. the gen¬ 
eral index losing another 286 " 
to close at 235.45. Volume was 
thin at less than Ptallhn. 

Dealers were worried that 
yields could rise at the Spanish 
treasury's multiple bond ten¬ 
der today. Constructions, 
again, and metals posted the 
sharpest declines with Cubier- 
tas Pta500 lower at Pta7,280 
and Asturiana Del Zinc PtaSOO, 
or 30 per cent lower, at 
Ptal.850. 

OSLO fell 1.7 per cent to a 
new r 1992 low, led down by the 
insurer UNI Storebrand after a 
report that the company was 
close to technical bankruptcy. 
The all-share index fell 7.07 to 
395.97 in turnover worth 
NKr572m. Most of the turnover 
was in Forenede options, after 
the Finance Ministry gave 
Gjensidige permission to buy 
the company. 

UNI Storebrand tumbled 
even though the company 
denied the report in the busi¬ 
ness daily. Cage ns Naeringiiv. 
Its A shares closed NKr5.5 
lower at NKr31. 

COPENHAGEN saw the sus¬ 
pension of Hafnia, at the 
request of the company pend¬ 
ing an investigation into irreg¬ 
ularities concerning options to 
purchase shares in a local 
bank, writes Hilary Barnes. 
The all-share index fell 189 to 
320.26 in turnover of Dkrl25m. 

VIENNA fell to a five-month 
tow, following weakness in the 
state-controlled utility Ver- 
bund. The ATX Index eased 
7.02 to 935.11, the lowest since 
January 14. 

Verbund closed down Sch9 at 
Sch478 in active trade, while 
OMV slipped Sch7 to Sch867 
after the government said that 
it would welcome Verbund tak¬ 
ing a 20 per cent stake in the 
oil company OMV, itself 72 per 
cent owned by the state. Aus¬ 
trian Airlines dosed at a new- 
low for the year of Sch2,049, 
down Sch45. 

ISTANBUL finished a vola¬ 
tile session, up for the eight 
straight day at a new five- 
month high, although profit- 
taking erased most of a 146- 
point surge which came in the 
first 15 minutes. The 75-share 
index closed at 4,442.60. up 
35.37 points and the highest 
since February 10. 


A WEAKER than expected 
national purchasing managers 
report boosted investors’ hopes 
for lower interest rates, lifting 
US share prices across the 
board in the process, writes 
Patrick Hcaverson in New York. 

The Dow Jones Industrial 
Average finished 35.58 ahead at 
3854.10, its high for the day. 
The Standard & Poor’s 500 
advanced 4.75 to 412.89, while 
the American SE composite 
added 3.73 at 3S3.01 and the 
Nasdaq composite ended 4.19 
higher at 567.79. 

Turnover on the New York 
SE was fairly heavy at 214m 
shares, and rises outpaced fells 
by more than two-to-one. 

As it has for the past week, 
speculation about monetary 


BRAZILIAN equities are recovering after Monday’s 14.6 per cent 
drop, writes Bill Hlnchberger from Sao Paulo. . 

The Bovespa Index rebounded 6J2 per cent on Tuesday and a 
further 1.3 per cent by noon yesterday, to stand at 20 , 337 . 

The r-aim followed President Fernando Collor de Hello’s 
national broadcast on Tuesday night, pledging to finish his term 
and defending himself against allegations of corruption. A par¬ 
liamentary commission is investigating influence peddling and 
other charges against Mr Conor’s former campaign treasurer; 


policy remained the dominant 
influence on market sentiment. 
An ann ouncement from the 
National Association of Pur¬ 
chasing Management that its 
index of nationwide business 
activity fell from May’s 568 to 
52.8 in June sparked wide¬ 
spread strong buying. The 
report indicates that the econ¬ 
omy is still expanding, albeit 
very slowly, but analysts had 
predicted a stronger number. 

The figures immediately 


boosted hopes that .the Federal 
Reserve, which was reviewing 
monetary policy: at its: monthly 
Open MarketCommittee meet¬ 
ing yesterday, will cut interest 
rates onoe more to stimulate 
economic activity. If today’s 
June employment report is 
noticeably weak, then the 
chances of a rate cut will be 
high, analysts said. 

Among individual stocks, 
General Motors fell $1 to «3 
after analysts warned that a 


write-off at its Hughes Aircraft 
subsidiary, announced late on 
Tuesday, could wipe out the 
carmarker’s profits for the first 
half of-this year. Gift's class 
•‘'H" shares, which represent 
Hughes, fen $3 Vi to $22%. The; 
other two auto giants were also 
tower, with Chrysler down $% 
at |21 and Ford 1 $% cheaper at 
*45*/.. 

'. Owens-Corntog moved ahead 
$1% to $31% after the company 
settled its lawsuits related ro 
asbestos. 

The retailer, Bradlees, a sub¬ 
sidiary of Stop & Shop, made, 
its debut yesterday. With 11m 
. shares offered to the public at 
$13'each, the stock, ended the 
session at $ 12 K" in turnover of 
2.6m shares. Stop & Shop, 
meanwhile, was $& tower at 
$13%. 

Systems Center plummeted 


ASIA PACIFIC 


Nikkei rises above 16,000 on short-covering 


Tokyo 


SOUTH AFRICA 

JOHANNESBURG fell after the 
Congress of South African 
Trade Unions called for a gen¬ 
eral strike on August 3. The 
overall index fell 4 to 3,651 
while the industrial index was 
off 5 at 4.515 and the gold 
index lost 6 to 1.091. 


A FALL in short-term interest 
rates prompted investors to 
cover short positions, and the 
Nikkei average rallied above 
the 16,000 level for the first 
time in four days, unites Etrtiko 
Terazono in Tokyo. 

The Nikkei put on 373.34, or 
28 per cent, to 16823.07. Weak 
futures dragged the 225-issue 
average down In the morning 
to the day’s low of 15,73183. 
Small-lot index buying and bar¬ 
gain hunting lifted the index in 
the late afternoon to the ses¬ 
sion's high of 16,326.07. 

Volume remained low, at 
200m shares, down from 219m. 
Rises outnumbered declines by 
668 to 259. with 165 issues 
unchanged. The Topix index of 
all first section stocks gained 
22.78 to 185883, but in London 
trading the ISE/Nikkel 50 Index 
slipped 4.40 to 99386. 

Futures traders, encouraged 
by the fall in the overnight call 
money rate, covered short post 
tions, prompting index-linked 
buying in the cash market. 
Small-lot bargain hunting by 
investment trusts and foreign 
investors was also seen. How¬ 
ever, traders said there was lit 
tie real buying interest. 

High-technology issues were 
purchased by bargain hunters. 
Toshiba, the day's most active 
stock, appreciated Y13 to Y660 
and NEC rose Y49 to Y873. 

Construction shares, which 
plunged on Tuesday on worries 
about large loan guarantees, 
recovered on short-covering. 
Nlsbimatsu Construction rose 
Y64 to Y979 and Sato Kogyo 
Y73 to Y783. 

Lsetan, having fallen some 20 
per cent in the previous three 
days on rumours of financia l 
problems at its leading share¬ 
holder. rebounded Y250 to 
Y1850 on individual buying. 

House Food Industrial 
dropped Y260 to Y2.040 on 
reports of problems at its 
financial subsidiary. The lead¬ 


ing food group said it planned 
to transfer its stockholding in 
the financial affiliate to 
another company in the group, 
thus removing it from its con¬ 
solidated balance sheet. 

In Osaka, the OSE average 
improved 124.72 to 18813.74 in 
volume of 118 m shares. 


Roundup 


TOKYO HAD a limited effect 
on the region. Taiwan and 
Bangkok were closed for bank 
holidays, the latter to reopen 
with extended working, hours 
today. Trading at Bombay 
remained suspended. 


HONG KONG finished at 
another record high, boosted 
by expectations of an easing in 
credit The Hang Seng index 
climbed 30.83 to 6,134.75 and 
turnover leapt to HK$4.43bn 
from HK$3.46bn. 

hi spite of Monday's sharp 
downward correction^ most 
brokers said the underlying 
tone, remained solid, regarding 
the tumble as the product of 
futures settlement, and profit- 
taking following last week's 
strong rise. 

AUSTRALIA’S AD Ordinaries 
index firmed 38 to 1847.7 as 
disappointing economic statis¬ 
tics for May rekindled hopes 


for.an interest rate cut 

NEW ZEALAND closed 
steady, investors holding back 
ahead of tonight's government 
budget, even though no sur¬ 
prises are expected. There was 
strong buying in some second- 
line stocks . as _ institutions 
started a fresh financial period. 

The NZSE-4Q index edged up 
1.41 to 182286 Turnover was 
NZ$22.4m, tncludipg some $7m 
for Robt Jones Investment 
shares. The property company 
announced a.7 NZ$132.9m 
annual toss after the close,-on 
Tuesday, but the shares held 
yesterday at 21 cents. 

MANILA retreated oh profit- 


taking. The composite index 
.shed 3L72 to 1,524.09 and turn¬ 
over fell to 23787m pesos from 
521.18m. The market was shot 
on Tuesday for the inaugura¬ 
tion of President Fidel Ramos. 

Only .mining issues posted 
gains, pushed up by a nine- 
month. high for copper prices. 

SEOUL was kept in a tight 
range by falling customer 
deposits. The composite index 
eased 0.05 to 55188 in turnover 
of Wonl898bn (Wonl72.7bn). 

KARACHI fell on political 
unrest in the troubled Sind 
province, the KSE index clos¬ 
ing 24.11 lower at 182080 after 
a local holiday on Tuesday. 
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113 78 

115 79 

115.67 

130.61 

+ 0.3 

4.19 

148.39 

113.99 

118.45 

115 95 

1X27 

153.68 

140.94 

141.74 

Austria |19> . 

173 57 

+ 0.1 

134 66 

137.04 

13689 

136.91 

-0.6 

2 .13 

17347 

135.07 

138.00 

137.40 

137.76 

186.70 

162.48 

170.12 

Belgium (42j. 

1J6 02 

-06 

113.29 

115.26 

115.16 

lia35 

+ Q.1 

5.47 

14518 

113J0S 

11543 

114.99 

112.24 

148.19 

135.87 

124J5 

Canada t»1S>. 

125 7? 

-03 

97.53 

99 25 

99.14 

109.33 

+ 00 

321 

12813 

93.22 

10033 

99.90 

109.33 

14212 

124.32 

13828 

Denmark (35(. 

. 20 93 

f-00 

189 25 

192.59 

192.38 

193.42 

-04 

1.84 

243.88 

18990 

194 02 

iaa.i7 

194.29 

273.94 

226^1 

237.44 

Finland i15j .. 

7504 

-08 

61.32 

62.40 

62-34 

68.46 

+ 0.0 

2.06 

78.40 

6105 

6237 

6210 

5847 

89.80 

7384 

90.00 

France i104]. 

163.26 

-06 

126 66 

128.88 

12875 

130.73 

-10 

3.56 

164 32 

127.95 

130.71 

IX. 14 

13210 

168.75 

148 06 

12147 

Germany (65). 

127 32 

t0.7 

98 78 

100.53 

100.41 

100.41 

+ 0.2 

2.30 

126.47 

93.48 

100.63 

iro.T7 

IX. 17 

127.60 

114.67 

102.61 

Hortg Kong iSSJ 

. 259 56 

+ 05 

201 36 

204.91 

204.71 

257.58 

+ 0.5 

3.18 

259.38 

201.19 

205.54 

204.66 

256.42 

259.55 

176.36 

157.99 

Ireland U6) . 

159.61 

■*■0 2 

123.83 

126.02 

125 88 

127.97 

-0.2 

4.24 

15933 

124.07 

126.75 

125.20 

128.25 

173.71 

151.78 

140.66 

Italy /7B). 

68.71 

-0.8 

53 31 

54 25 

54 19 

50.93 

-1.1 

334 

39.25 

53.92 

55.09 

54 85 

59.55 

X.86 

68.39 

70.82 

Japan I4i3|. 

. 99 01 

+ 2.9 

76.81 

78.17 

78.09 

78.17 

+ £1 

1.09 

9&23 

74.94 

76 56 

7623 

76.56 

140.95 

88.70 

127.17 

Malaysia 169) . 

341 01 

+ 0.7 

186.98 

190.27 

190.08 

232.57 

+0.8 

2.69 

239.36 

186 38 

19041 

189-58 

2X.83 

25018 

212.49 

228^44 

Me*ico net . 

1369 10 

■^0.1 

1077.69 

1096.71 

1095 56 4742.35 

+0.1 

125 

1387.45 

1080.37 

1103.74 

1098.95 4738.72 

1789.77 

135522 

102163 

Jiettierland (25) . 

162.97 

+00 

126.35 

128 se 

128.46 

127.07 

-05 

4.41 

162.84 

126.30 

129.54 

128.98 

127.68 

186.22 

147.88 

129.98 

New 2eaiand 04).. . 

. 46. W 

+ 0.1 

35.80 

38.43 

36 39 

45.03 

+ 0.2 

5.04 

46-08 

3588 

36.66 

36.50 

44.94 

48.52 

42.01 

48.06 

Norway 123). . 

171.05 

-14 

13270 

135.05 

13491 

137.91 

-15 

1.84 

173 50 

135.10 

138.02 

137.42 

140.53 

19295 

161.26 

184,71 

Singapore (3fl) . 

. 22309 

t0.3 

17107 

17S.13 

175.94 

166.29 

+0.4 

£00 

22237 

173.16 

176.90 

176.13 

165.70 

229.63 

192.76 

190.52 

South Alrica (61* . .. 

218 72 

-1 2 

169 69 

172 68 

172.50 

183.35 

-01 

2.81 

221.27 

17230 

176.02 

175 26 

183.57 

263.X 

203 16 

232.69 

Spam ISO) . 

150.30 

-1.0 

116.60 

118.67 

118 54 

109.19 

-1.4 

5.69 

15185 

11824 

123 .ST 

120 28 

110.73 

161 72 

146 86 

142.13 

Sweden (28) . 

193 55 

-01 

150.16 

152.81 

152.65 

158.95 

-0.6 

2.51 

193.78 

150.39 

154.16 

153.49 

157.92 

200.28 

173.09 

164.76 

Switzerland l65) .. . 

til 29 

+ 0.0 

88.34 

37.87 

87 78 

94.21 

-0.8 

228 

111.23 

36.61 

83.49 

88.11 

94.79 

11144 

95.99 

87.X 

United Kingdom (227).. 

190 70 

-0.8 

147.95 

150.55 

150 39 

147.95 

-1.1 

54)1 

192.20 

149.66 

15288 

15222 

149.66 

2X.07 

165 as 

156.94 

USA |522) . 

. 16880 

+ 1.1 

130.49 

132J0 

132.66 

163.20 

+ 1.1 

2.97 

166.33 

129 52 

132.32 

13175 

166.33 

171.86 

160.82 

151.X 

Europe f792). 

153 54 

-0.4 

119.12 

121.22 

121.10 

120.72 

-0.8 

4.02 

154.12 

120.01 

12267 

12208 

121.69 

156.88 

139J1 

127.14 

Nordic HOI). 

179 78 

-0.2 

139 47 

141.94 

141 79 

139.26 

-0.7 

2.21 

180.08 

140.22 

14526 

14264 

140.19 

188 52 

169.66 

177.00 

Paciln: Basin |7l8). . 

105.96 

+ 2.5 

82.21 

8368 

83.57 

34.99 

+ 1.8 

1.45 

103.40 

80.51 

82.26 

81.90 

B3.45 

141.9? 

34.40 

128.40 

Euro-Pacific (15101. 

. 125.20 

+ 1.1 

97.13 

98.84 

98.74 

99.74 

+ 0.5 

272 

123.89 

96.47 

9655 

9812 

99.22 

145.21 

11380 

128.23 

North America (S37I. 

165 54 

+ 1.1 

128.43 

130.71 

130.58 

184.19 

+ 1.1 

299 

163.80 

127 55 

130.32 

129.77 

162.45 

189 69 

158.70 

150.17 

Europe Ex UK (565) 

13103 

-0.1 

101.86 

103 47 

103 37 

104 88 

-05 

3.31 

131.16 

102.13 

104 36 

103.91 

105.45 

132.X 

121.81 

109.04 

Pacific Ex Japan (2<tS 

. 174 38 

+ 0.4 

135.29 

137.69 

137.54 

155.50 

r0.4 

3.44 

173.74 

13529 

138^4 

137.63 

154.88 

175.31 

149.X 

140.57 

World Ex US (1704)... 

127.01 

+ 1.0 

98.54 

100.29 

100.18 

102.11 

+ 0.5 

272 

125.81 

97.97 

100JB 

99.66 

101.62 

146S1 

116.45 

130.17 

World Ex. UK (19991.. 

135.15 

+ 13 

104.85 

105.71 

106.60 

11982 

+ 1.0 

254 

133.47 

10393 

10618 

105.73 

11864 

150.58 

127.21 

13423 

World Ex So Al (2165) 

139 45 

+ 10 

108.19 

11011 

109.99 

121.88 

+ 0.0 

282 

138 00 

107.46 

109.79 

109J1 

120.96 

153.05 

130.04 

135.60 

World Ex. Japan (1753) 

162.80 

+ 0.4 

12831 

12855 

128.42 

147.95 

+0.3 

3.37 

16207 

126.20 

128.95 

128.39. 

147.46 

165.40 

153.20 

14&33 

The World index (2226)... 

133.94 

+ 1.0 

103.57 

110.49 

110.39 

122-43 

+0.7 

282 

138.52 

107.87 

110 JO 

109.73 

121.53 

153.70 

130.66 

13824 
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“We believe it is right to share the 
benefits of improved financial performance 
both with customers, through low 
prices, and with shareholders through 
competitive dividends” 


Bryan Townsend 

Chairman and Chief Executive 


Highlights 

increased pre-tax profit of £142Jtm - up 29.5% ^ - 
Increased turnover of £1,454.1m -up 9.4%;. 
Increased earnings per share at49.0p 
Increased divldend.per share of 17-25p 
Tariff increase held to 1% 

Record £71 m Investment In distribution network 


Major customer service InitJafiyeTaunched 


Summary Financial Statement (Historical cost) ' 


- .1990/91 {£m) 

Turnover 


1,454-f': 

' 1 1,329.1 

Profit before Taxation 


■W24 /: 

. 109.7 

Profit after Taxation 


102.7 : 

83.3 

Earnings per Ordinary Share 

v --:' •' . 

49 Jp i 

.35.7 1 

Dividend per Ordinary Share 


1725p^ 

io.5p 


Copies of the full Dimciow^Report and Accounts and/prme^mu^,fleYlew . 

• will be posted to shareholders Thirty 1992." ■-■■■ 

The recommended finafdry5tentfdt116p (net), maidttsTfw. 
wilfbe paid on 5 OctobepiaM to^sbaraholdera 6n Ihe-re^SrMi sd 9t Ji^r-i992. 
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$2VI to $6*4. on a warning from 
the company that it expects to 
post a significant operating 
loss in the second quarter. 

On the Nasdaq market, 
Wetterau climbed $3Vi to $59V« 

■ in the wake of a deal clinched 
late on Tuesday whereby Super 
Valu will buy Wetterau for 
$30 a share in cash. 

Oracle Systems rose $2 Vi to 
$17% after an analyst at brok¬ 
ing house Alex Brown 
. upgraded the stock, from "neu¬ 
tral" to “buy" in the. wake of 
the 1 company's strong earnings. 

Michael's Stores weakened 
$2% to $17% after investors 
reacted negatively to news that 
the retailer's same store sales 
during June were up by Just 2 
per cent. 
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• Toronto was closed yester¬ 
day for Canada Day. 
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